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REVIEW  OF  THE  STATUS  OF  BEGINNING 
FARMER  REGULATIONS 


THURSDAY,  SEPTEMBER  23,  1993 

House  of  Representatives, 
Subcommittee  on  Environment,  Credit, 

AND  Rural  Development, 
Committee  on  Agriculture, 

Washington,  DC. 
The  subcommittee  met,  pursuant  to  notice,  at  10:15  a.m.,  in  room 
1300,  Longworth  House  Office  Building,  Hon.  Glenn  English  (chair- 
man of  the  subcommittee)  presiding. 

Present:  Representatives  Long,  Clayton,  Minge,  Pomeroy,  McKin- 
ney,  Penny,  Gunderson,  Barrett,  Nussle,  and  Ewing. 

Staff  present:  John  E.  Hogan,  minority  counsel;  Glenda  L.  Tem- 
ple, clerk;  James  E.  McDonald,  Theresa  Gruber,  James  A.  Davis, 
Perri  D'Armond,  and  David  Ebersole. 

OPENING  STATEMENT  OF  HON.  GLENN  ENGLISH,  A  REP- 
RESENTATIVE IN  CONGRESS  FROM  THE  STATE  OF  OKLA- 
HOMA 

Mr.  English.  The  hearing  will  come  to  order. 

In  February  of  1991,  this  subcommittee  began  a  year-long  series 
of  hearings  on  agricultural  credit,  and  the  subcommittee  received 
testimony  from  farmer  borrowers,  agricultural  lenders,  and  various 
credit  and  farm  organizations.  The  result  of  these  hearings  was  the 
Agricultural  Credit  Improvement  Act  of  1992,  which  was  signed 
into  law  by  President  Bush  on  October  28,  of  last  year. 

During  the  hearing  process,  the  subcommittee  received  testimony 
from  numerous  witnesses.  We  heard  complaints,  frustrations,  and 
even  more  suggestions  as  to  how  to  make  things  better.  However, 
one  common  thread  tied  the  hearings  together,  and  that  was  the 
need  to  do  something  to  assist  the  beginning  farmers  and  ranchers 
in  getting  started.  For  that  reason,  the  focus  of  this  legislation  is 
on  the  needs  of  the  beginning  farmer  and  rancher,  and  to  many  the 
act  has  become  known  as  the  Beginning  Farmer  and  Rancher  Act. 

Let  me  also  stress  at  this  point,  there  is  another  element  in  here 
that  needs  to  be  understood,  and  that  was  something  that  was 
stressed  throughout  those  hearings — that  agriculture  is  a  very 
risky  business,  and  everyone  who  goes  into  agriculture  is  not  as- 
sured of  success.  Far  from  it.  For  that  reason,  for  the  first  time, 
the  criteria  that  was  required  for  someone  to  be  eligible  for  a  begin- 
ning farmer  loan  was  considerably  tighter  than  anything  that  we 
had  seen  in  the  past.  It  did  require  such  things  as  experience  and 
background  education  to  give  us  some  indication  that  this  person 
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is  knowledgeable  and  has  a  background  that  would  give  him  an  op- 
portunity for  success,  and,  second,  of  course,  is  coming  up  with  a 
plan  that  is  viable,  a  truly  viable  plan. 

That  led  the  General  Accounting  Office  to  point  out  that  this  was 
a  major  reform,  as  far  as  they  were  concerned,  and  an  improve- 
ment in  the  Farmers  Home  legislation  from  what  we  had  seen  in 
the  past,  and  in  fact  encouraged  this  subcommittee  to  carry  that 
forward  to  other  Farmers  Home  loans.  So  there  is  that — it's  not 
simply  an  element  of  beginning  farmers.  It  is  also  a  major  reform 
and  savings  for  the  taxpayer,  gives  the  taxpayer  much  greater  op- 
portunity that  these  loans  will  be  paid  back,  and  certainly  identi- 
fies those  people  that,  at  least  from  an  experience  standpoint  and 
from  a  planning  standpoint,  appear  to  have  a  good  success. 

The  major  provisions  of  the  act  provide  for  a  downpayment  pro- 
gram for  qualified  beginning  farmers  and  ranchers  and  an  operat- 
ing loan  program  for  those  similarly  qualified.  This  program  was 
not  developed  on  a  whim.  It  was  developed  as  a  serious  effort  to 
assist  those  who  aspire  to  become  farmers  and  ranchers.  There's  a 
great  deal  of  interest  in  this  program  since  the  legislation  was 
signed  into  law  last  October,  and  the  subcommittee  has  received 
numerous  inquiries  from  individuals  throughout  the  Nation  who 
have  requested  information  on  the  program.  In  addition,  I  know 
that  several  members  of  the  subcommittee,  myself  included,  have 
received  similar  inquiries  through  their  personal  offices. 

Since  no  new  funds  were  authorized  for  the  beginning  farmer 
and  rancher  program,  the  subcommittee  believed  it  would  be  appro- 
priate for  the  beginning  of  this  program  to  coincide  with  the  begin- 
ning of  the  fiscal  year,  which  is  why  the  legislation  stipulated  that 
the  final  regulations  be  in  place  not  later  than  October  1,  1993.  So 
that  the  county  Farmers  Home  officials  could  be  knowledgeable 
about  the  program,  the  interim  regulations  were  required  within 
180  days  of  enactment  of  the  legislation,  which  was  on  or  about 
April  28,  of  this  year. 

In  a  March  12  meeting  with  House  Agriculture  Committee  staff. 
Farmers  Home  representatives  assured  the  committee  staff"  that 
the  April  deadline  for  interim  regulations  would  be  met.  It  was  a 
major  disappointment  when  this  did  not  occur,  and  subsequent  in- 
quiries as  to  when  the  interim  regulations  would  be  published  did 
not  result  in  a  satisfactory  response.  Finally,  I  believe  in  response 
to  the  pressures  exerted  from  this  subcommittee,  the  interim  regu- 
lations were  published  in  the  Federal  Register  last  week,  on  Sep- 
tember 15 — almost  5  months  late.  Although  the  final  regulations 
have  yet  to  be  published,  it  is  my  understanding  that  the  program 
will  be  operable  on  October  1 — 1  week  from  tomorrow. 

Let  me  also  say  in  fairness  to  this  administration,  and  particu- 
larly this  Department  of  Agriculture,  we  still  have  portions  of  the 
1990  farm  bill  for  which  we  do  not  have  rules  and  regulations,  and 
this,  quite  frankly,  is  unacceptable  regardless.  But  this  administra- 
tion is  relatively  new,  and  I  think  we  probably  want  to  talk  a  little 
bit  about  that.  I  would  hate  for  us  to  reach  1995  and  a  new  farm 
bill  and  still  not  have  rules  and  regulations  in  place  for  portions 
of  the  1990  farm  bill.  But  that  is  now  becoming  a  distinct  possibil- 
ity unless  we  get  some  focus,  I  think,  by  the  Department  on  achiev- 
ing this  goal. 


Let  me  also  say  that  other  provisions  of  the  Agricultural  Credit 
Improvement  Act  of  1992  have  also  been  published  late,  and  in  fact 
in  some  cases  have  yet  to  be  published.  The  purpose  of  today's 
hearing  is  to  explore  the  reasons  for  the  delay  in  getting  the  regu- 
lations published  and  to  learn,  hopefully,  when  the  final  regula- 
tions will  be  out. 

I'm  certainly  looking  forward  to  the  testimony  of  Under  Secretary 
Bob  Nash,  who  will  be  making  his  first  appearance  before  this  sub- 
committee today,  and,  of  course,  we  want  to  welcome  him,  and  we 
will  give  him  the  opportunity  at  the  appropriate  time  to  then  intro- 
duce those  who  are  accompanying  him. 

So  with  that,  Mr.  Barrett,  do  you  have  any  comments  that  you'd 
care  to  make? 

OPENING  STATEMENT  OF  HON.  BILL  BARRETT,  A  REPRESENT- 
ATIVE IN  CONGRESS  FROM  THE  STATE  OF  NEBRASKA 

Mr.  Barrett.  Thank  you,  Mr.  Chairman.  I  wish  to  thank  you  for 
holding  this  much  needed  hearing  today.  I  welcome  Mr.  Nash  and 
his  associates  as  well  to  talk  about  regulations  and  delays  and  per- 
haps reasons  why  and  wherefore. 

As  you  suggest,  Mr.  Chairman,  this  thing  began  about  1  year 
ago,  and  the  Farmers  Home  has  just  finally  published  the  rules 
and  regulations  to  help  our  beginning  farmers  and  ranchers  get 
started.  I  look  forward  to  hearing  the  explanation  as  to  why  the 
delay  and  perhaps  what's  been  going  on  in  the  Department  in  this 
5  to  9  months  which  have  now  passed. 

I  know  there's  a  very  serious  interest  in  this  program — certainly 
in  my  part  of  the  country  and  in  other  parts  as  well,  I  understand. 
In  my  State  of  Nebraska,  I  know  the  State  farmers  home  has  al- 
ready trained  county  supervisors  and  county  committees,  an  advi- 
sory committee,  and  borrower  training  programs.  I  know  that 
they've  issued  at  least  1,000  pamphlets  to  beginning  farmers  and 
ranchers  who  are  anxious  to  take  advantage  of  this  plan  and  to 
make  it  work. 

Because  of  the  delays,  it's  been  virtually  impossible  for  some  of 
these  people  to  do  the  things  that  they  have  to  do  to  get  started. 
So  I  think  if  this  deadline  of  October  1  could  have  taken  place,  we 
could  have  gotten  this  handled  much  quicker.  These  people  have 
had  to  sit  back  and  wait  for  rules  and  regulations  from  Washing- 
ton, and  it's  simply  not  acceptable,  as  the  chairman  has  already  in- 
dicated. 

So,  again,  Mr.  Chairman,  thank  you.  I  look  forward  to  the  com- 
ments from  our  psinel. 

Mr.  English.  Thank  you  very  much,  Mr.  Barrett. 

Mrs.  Clayton. 

OPENING  STATEMENT  OF  HON.  EVA  M.  CLAYTON,  A  REP- 
RESENTATIVE IN  CONGRESS  FROM  THE  STATE  OF  NORTH 
CAROLINA 

Mrs.  Clayton.  Thank  you,  Mr.  Chairman.  I  appreciate  your  in- 
terest in  holding  this  hearing  today  on  a  very  crucial  issue  relating 
to  legislation  designed  to  assist  beginning  farmers  and  ranchers 
across  our  great  Nation. 


I  would  like  to  welcome  the  panelists  here  and  Under  Secretary 
Nash,  with  whom  I  have  had  the  opportunity  to  work  with  before, 
so  I  know  of  his  commitment  to  small,  disadvantaged,  and  minority 
farmers  who  desperately  are  struggling  to  maintain  their  operation 
and  to  those  who  wish  to  enter  into  farming.  I  welcome  him  and 
his  panelists  and  look  forward  to  hearing  his  comments  regarding 
this  topic  at  hand. 

Mr.  Chairman,  we  have  been  told  that  the  small  farmer  is  an  en- 
dangered species  and  that  it  isn't  worth  the  hard  work  and  sweat 
that  is  required  in  farm  life.  Although  I  am  not  from  a  farm  family, 
I  know  many  who  grew  up  on  farms  and  who  were  well  associated 
with  farming  and  undertaking  small  acreage,  and  I  know  that  it 
is  not  just  an  operation  or  a  business;  it  is  indeed  a  way  of  life. 

I  commend  the  members  of  this  subcommittee  who  helped  pass 
the  legislation  at  the  heart  of  this  debate  today.  A  program  that 
will  assist  those  who  wish  to  begin  farming  is  consistent  with  agri- 
culture as  it  comes  to  be  valued  as  a  way  of  life.  However,  it  seems 
to  me  that  the  issue  here  is  not  just  about  discussing  the  merit  of 
the  beginning  farmer  and  rancher  program.  It  is  indeed  about  the 
implementation  and  about  the  Department  of  Agriculture's  ap- 
proach in  enforcing  the  mandates  set  by  those  laws. 

Although  I  was  not  a  party  to  passing  this  legislation,  it  is  trou- 
blesome that  the  mandated  regulations  have  not  come  on  the 
scheduled  date,  and  I  am  delighted  to  know  that  it  is  indeed  about 
to  come.  American  agriculture  deserves  better  work.  For  those  who 
wish  to  start  a  small  farm  or  a  small  ranch,  the  beginning  farmer 
program  could  be  extremely  helpful.  But  this  statutory  program 
cannot  work  if  it  has  not  been  put  in  place  by  a  responsible  Gov- 
ernment. 

Again,  I  commend  you,  Mr.  Chairman,  for  moving  in  this  direc- 
tion, and  I  listen  eagerly  to  the  comments  from  the  Department  of 
Agriculture. 

[The  prepared  statement  of  Mrs.  Clayton  follows:] 


STATEMENT  OF  REP.  EVA  M.  CLAYTON 
SUBCOMMITTEE  ON  ENVIRONMENT,  CREDIT,  AND 

RURAL  DEVELOPMENT 
SEPTEMBER  23,  1993 


Thank  you  Mr.  Chairman.    I  appreciate  your  interest 
in  holding  this  hearing  today  on  a  very  crucial  issue 
relating  to  legislation  designed  to  assist  beginning  farmers 
and  ranchers  across  our  great  nation.    I  would  also  like  to 
welcome  the  panelists  here  today  from  the  U.S. 
Department  of  Agriculture.    Undersecretary  Nash  and  I 
have  had  a  chance  to  speak  and  work  together  recently, 
and  I  can  personally  testify  to  his  commitment  to  small, 
disadvantaged,  and  minority  farmers  who  are  desperately 
struggling  to  maintain  their  farm  operations.    I  welcome 
you  and  appreciate  your  comments  in  regard  to  the  topic 


at  hand. 

Mr.  Chairman,  we  have  been  told  that  the  small 
farmer  is  an  endangered  species,  that  it  isn't  worth  the 
hard  work  and  sweat  that  is  required  in  farm  life.    Many 
of  us  who  grew  up  on  farms  or  were  associated  with  small 
farms  understand  that  small-scale  agriculture  is  more  than 
just  an  occupation  or  business.    For  thousands  of  people 
across  our  country,  many  residing  in  my  District  in  rural 
eastern  North  Carolina,  small  family  farming  is  a  way  of 
life  replete  with  values  of  discipline  and  hard  work. 

I  commend  Members  of  this  Committee  who  helped 
pass  the  legislation  which  is  at  the  heart  of  the  debate 
today.    A  program  which  assists  those  who  wish  to  begin 
farming  is  consistent  with  what  we  in  agriculture  have 
come  to  value.    However,  it  seems  to  me  that  the  issue 
here  is  more  than  just  discussing  the  merits  of  this 


"Beginning  Farmer  and  Rancher"  program,  the  discussion 
here  revolves  around  the  Implementation  of  a  law  passed 
by  Congress.    To  thKbserver,  it  appears  that  |he     , 
Department  of  Agriculture  has  at  the  very  least  taken  a 
leisurely  approach  at  enforcing  the  mandates  set  by  this 
law.    Although  I  was  not  a  party  to  passing  this 
legislation,  it  is  troublesome  that  the  mandated  regulations 
have  not  come  at  the  scheduled  date.    American 
agriculture  deserves  better  work!    For  those  who  wish  to 
start  a  small  farm  or  a  small  ranch,  the  Beginning 
Farmer  program  could  be  extremely  helpful.    But  this 
statutory  program  cannot  work  if  it  has  not  been  put  in 
place  by  the  responsible  bureaucracy. 

I  am  confident  that  our  esteemed  colleagues  from  the 
U.S.  Department  of  Agriculture  will  clear  up  any 
confusion  we  may  have  on  this  issue.    I  look  forward  to 
hearing  their  comments.    Ultimately,  I  am  one  who  is 
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hopeful  to  see  this  program  begin  as  scheduled  at  the  start 
of  the  fiscal  year.    I  have  been  given  reason  to  believe 
that  the  Farmers  Home  Administration  is  working  to  this 
end. 

Again,  thank  you  Mr.  Chairman  for  your  vigilance 
on  this  and  many  others  issues  concerning  rural  America. 
I  know  that  your  strong  sense  of  commitment  is  shared  by 
our  esteemed  guests  here  today. 

Thank  you. 


Mr.  English.  Thank  you  very  much,  Mrs.  Clayton,  I  appreciate 
that. 
Mr.  Nussle. 

OPENmC  STATEMENT  OF  HON.  JIM  NUSSLE,  A 
REPRESENTATIVE  IN  CONGRESS  FROM  THE  STATE  OF  IOWA 

Mr.  Nussle.  Thank  you,  Mr.  Chairman.  There  isn't  any  better 
friend  to  young  farmers,  beginning  farmers,  than  you,  Mr.  Chair- 
man, for  your  leadership  on  this  subcommittee  last  year  when  we 
passed  the  act  and  your  continuing  concern  over  the  implementa- 
tion of  these  regulations,  and  I  commend  you  for  that.  I  truly  mean 
that. 

My  concern  about  young  farmers  can  be  summed  up  in  a  con- 
versation I  had  with  a  farm  family  recently  where  a  father — a 
farmer — told  me  that  he  had  already  had  that  fateful  conversation 
with  his  son  where  he  said,  "Don't  come  back  to  the  farm.  Go  get 
a  real  job."  That  was  a  quote.  That,  to  me,  was  very  distressing, 
but  a  reality  that  we  have  right  now  out  in  Iowa  and,  I'm  sure, 
across  the  country. 

I  would  concur  with  the  concerns  that  you've  expressed  today 
and  that  Mr.  Barrett  expressed  today  about  the  delay;  however,  I 
want  to  take  a  different  tact  for  just  a  second  and  suggest  that 
there  may  be  something  else  going  on  here  at  play  that  I  think  we 
need  to,  as  a  Congress,  address.  That  is  that  it's  one  thing  for  us 
to  pass  the  laws,  it's  another  thing  for  us  to  set  deadlines,  but  it's 
yet  another  for  us  to  micromanage,  for  us  to  pile  on,  for  us  to  make 
demands  of  an  administration  and  a  bureaucracy  that  is  back- 
logged. 

I  mean,  we  have  3  years  now  that  we've  been  waiting  for  regula- 
tions on  the  1990  farm  bill.  There  is  a  reason  for  that  delay.  I  don't 
see  anybody  here  in  this  room,  and  particularly  the  fine  people  of 
Secretary  Esp/s  USDA  administration,  that  doesn't  agree  that 
young  farmers  should  be  a  commitment.  Mike  Espy  is,  I  believe,  a 
true  friend  to  agriculture,  to  my  Iowa  farmers,  to  the  young  people 
that  want  to  get  into  agriculture,  the  folks  at  the  table  here  are. 
We  all  agree  on  that.  But  there's  a  reason  why  these  regulations 
don't  come  down,  and  there's  a  reason  why  we  have  a  3-year  back- 
log. 

Those  changes  are  necessary,  and  reforms  in  that  system,  includ- 
ing the  one  that  won't  even  allow  us  to  get  our  Administrator  for 
FmHA  confirmed — all  of  that  is  part  of  the  problem  that  we  need 
to  address  as  a  Congress  and  as  a  government  if  we're  going  to  get 
these  things  done.  It's  one  thing  to  complain  about  the  lateness  and 
the  tardiness  of  regulations;  it's  another  thing  to  stand  back  and 
say,  "Wait  a  minute.  Maybe  Congress  has  a  lot  to  do  with  this, 
too."  We  can  blame.  It's  very  easy.  But  by  the  same  token,  we've 
done  a  lot  of  piling  on  lately,  and  then  it's  easy  for  us  to  stand  back 
and  look  concerned  and  say,  "Why  haven't  you  gotten  the  job 
done?"  Sometimes  we  set  up  hurdles  that  are  very  difficult  to 
reach. 

I'd  like  to  visit  with  the  folks  that  have  been  dealing  with  that 
recently  here,  these  last  8  months,  about  some  of  the  changes  that 
they  believe  we  should  be  making  so  that  we  don't  get  to  the  1995 
farm  bill  and  still  have  regulations  to  promulgate  from  1990.  We 
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have  to  figure  out  a  way  to  get  past  this  gridlock  within  the  regu- 
latory branch  and  get  us  onto  some  common  sense  issue  develop- 
ment. 

So  I  would  just  put  that  out  as  maybe  a  different  tact  that  we 
ought  to  address  as  an  ag  committee,  in  particular  with  regard  to 
our  oversight  of  USD  A. 

Thank  you,  Mr.  Chairman. 

Mr.  English.  Thank  you  very  much,  Mr.  Nussle. 

Ms.  Long. 

Ms.  Long.  I  just  want  to  commend  you,  Mr.  Chairman,  for  hold- 
ing this  hearing  today  and  welcome  the  panel.  It's  good  to  have  you 
here,  and  I'm  looking  forward  to  your  testimony  and  will  have  some 
questions  after  we've  heard  from  you.  But  thank  you  for  being  here 
today. 

Mr.  English.  Thank  you,  Ms.  Long. 

Mr.  Minge. 

Mr.  Minge.  I'd  like  to  simply  observe  that  in  many  places  in  the 
United  States,  and  this  certainly  includes  southwestern  Minnesota, 
the  average  age  of  the  farmer  is  dramatically  older,  in  his  50's, 
compared  to  what  it  was  20,  30  years  ago.  As  a  consequence,  it's 
vital  that  we  bring  and  assist  these  young  farmers  in  coming  into 
farming  as  a  career  and  an  occupation. 

With  that  brief  comment,  I  would  like  to  simply  welcome  you  to 
the  hearing,  and  I  look  forward  to  your  remarks. 

Mr.  English.  Thank  you  very  much,  Mr.  Minge. 

Mr.  Penny. 

OPENING  STATEMENT  OF  HON.  TIMOTHY  J.  PENNY,  A  REP- 
RESENTATIVE IN  CONGRESS  FROM  THE  STATE  OF  MIN- 
NESOTA 

Mr.  Penny.  Thank  you,  Mr.  Chairman.  I  appreciate  your  calling 
this  hearing. 

As  members  of  this  subcommittee  know,  I  have  a  strong  personal 
interest  in  the  beginning  farmer  legislation.  Together  with  others 
on  this  subcommittee  and  your  boss,  Mr.  Espy,  I  sponsored  that 
legislation  and  am  anxious  to  see  the  regulations  completed  so  that 
we  can  offer  our  beginning  farmers  this  opportunity  for  assistance 
as  they  attempt  to  begin  a  farming  career. 

I  look  forward  to  your  testimony  this  morning  and  offer  my  con- 
tinued assistance  as  you  try  to  finalize  the  rules  and  regulations 
for  this  program.  I  think  there  are  others  on  this  subcommittee 
that  feel  strongly  that  sooner  is  better  than  later,  and  we  want  to 
offer  all  the  help  we  can  to  get  this  process  completed. 

Mr.  English.  Thank  you  very  much,  Mr.  Penny. 

Again,  as  I  mentioned,  this  is  the  first  opportunity  we've  had  to 
welcome  the  new  Under  Secretary  and  have  him  testify  before  this 
subcommittee.  He  is  a  gentleman  I've  gotten  to  know  over  the  past 
few  weeks  and  months,  and  it's  been  a  real  pleasure,  and  I'm  look- 
ing forward  to  working  with  him  in  the  future  as  well. 

So  with  that,  Mr.  Under  Secretary,  we  want  to  welcome  you  here 
before  this  subcommittee,  and  as  I  mentioned,  we  want  to,  with  the 
appropriate  ruffles  and  flourishes,  give  you  the  opportunity  to  in- 
troduce those  who  are  accompanying  you.  Again,  welcome  to  the 
subcommittee. 
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STATEMENT  OF  BOB  NASH,  UNDER  SECRETARY,  SMALL  COM- 
MUNITY AND  RURAL  DEVELOPMENT,  U.S.  DEPARTMENT  OF 
AGRICULTURE,  ACCOMPANIED  BY  SHARRON  LONGINO,  ACT- 
ING ADMINISTRATOR,  FARMERS  HOME  ADMINISTRATION; 
AND  JAMES  F.  RADINTZ,  SPECIAL  ASSISTANT  TO  THE  AS- 
SISTANT ADMINISTRATOR  FOR  FARMER  PROGRAMS,  FARM- 
ERS HOME  ADMINISTRATION 

Mr.  Nash.  Thank  you,  Mr.  Chairman.  Good  morning,  Mr.  Chair- 
man, and  members  of  the  subcommittee.  I  am  very  glad  to  be  here. 
This  is  my  first  time.  I  hope  it  is  the  first  of  many,  and  I  hope  that 
in  the  future  we  will  be  here  under  circumstances  where  we're  get- 
ting commendations  for  moving  fast  and  doing  things  more  as  you 
would  like,  as  dictated  by  law.  So,  again,  I  look  forward  to  that. 

With  me  here  today  is  Ms.  Sharron  Longino,  who  is  the  Acting 
Administrator  of  the  Farmers  Home  Administration,  and  Mr. 
James  Radintz,  who  is  a  Special  Assistant  for  Farmer  Programs. 
They're  here  to  assist  me  with  responding  to  questions  that  the 
subcommittee  members  may  have. 

I  would  like  to  paraphrase  the  testimony  that  I  have  submitted 
and  try  to  hit  the  points  that  I  think,  listening  to  the  comments 
today,  that  you're  most  interested  in.  And,  I  have  other  comments 
I'd  like  to  make  that  are  not  in  the  testimony  that  I  put  together 
since  talking  with  the  chairman  regarding  some  information  that 
he  thought  was  very  important  to  have  regarding  the  status  of  each 
of  the  regulations. 

Mr,  English.  Without  objection,  your  prepared  statement  will 
appear  in  the  record. 

Mr.  Nash.  Thank  you,  sir. 

I  want  to  commend  the  subcommittee  for  your  interest  and  com- 
mitment to  beginning  farmers  and  ranchers.  We  view  this  program 
as  an  important  vehicle  and  genuine  opportunity  to  help  young 
farmers,  minority  farmers,  and  other  disadvantaged  farmers  in  this 
country  to  enter  this  important  piece  of  the  economy. 

I  want  to  assure  you  that  the  delay  in  submitting  the  regulations 
to  you  is  in  no  way  an  indication  of  a  lack  of  enthusiasm  or  interest 
on  our  part.  In  fact,  your  former  colleague,  Secretary  Espy,  is  as 
eager  today  as  he  was  when  he  supported  enactment  of  this.  I  am 
also  personally  interested  in  this  legislation.  In  Arkansas  I  ran  the 
Arkansas  Development  Finance  Authority.  I  had  an  agricultural  di- 
vision within  that  department,  and  one  of  the  programs  we  imple- 
mented was  a  beginning  farmer  program,  a  young,  fledgling  pro- 
gram. So  I  have  some  local  experience  with  that,  and  my  commit- 
ment starts  there  and  even  earlier. 

Young  people  are  trying  to  get  a  toehold  in  farming.  It  is  critical. 
It  is  not  just  about  equity  and  fairness  and  what's  right.  It's  eco- 
nomically correct.  We  cannot  afford  to  have  young  people  who  have 
the  ability  and  interest  to  get  into  farming  not  go  into  it,  especially 
given  the  age  of  farmers  today.  And  I  don't  have  to  give  you  the 
statistics.  You  know  them  better  than  I  do.  In  particular,  minority 
farmers  are  particularly  hurt  by  this  issue. 

Mr.  Chairman,  what  I  would  like  to  do  is  quickly  go  over  the  sta- 
tus of  the  regulations  covering  each  of  the  act's  provisions. 

Access  to  servicing.  Regulations  were  published  on  March  23,  au- 
thorizing Farmers  Home  State  directors  to  accept  loan  servicing  ap- 
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plications  beyond  the  statutory  60-day  period  in  extraordinary  cir- 
cumstances. 

The  certified  lender  and  simplified  application.  In  my  written 
testimony,  I  indicated  that  the  regulations  were  published  on  July 
26.  That  is  incorrect.  They  were  published  on  June  24  and  imple- 
mented on  July  26.  These  regulations  will  establish  a  Certified 
Lender  Program  and  a  simplified  application  for  guaranteed  loans 
of  $50,000  or  less. 

Extended  loan  eligibility.  On  August  25,  interim  regulations  were 
published  that  allow  county  committee  certification  of  loan  eligi- 
bility to  be  valid  for  up  to  5  years,  trying  to  cut  down  on  redtape. 
This  replaces  the  certification  needed  every  time  a  loan  application 
is  submitted. 

Beginning  farmer  definition.  We've  defined  beginning  farmer  or 
rancher,  in  part,  as  an  individual  or  entity  who  has  not  operated 
a  farm  or  ranch  for  more  than  10  years — 5  years  for  special  assist- 
ance operating  loans — who  will  now  actually  operate  the  farm  or 
ranch  and  who  meets  all  the  necessary  loan  eligibility  require- 
ments. 

Downpayment  loans.  FmHA  is  authorized  to  directly  lend  up  to 
30  percent  of  the  purchase  price  or  appraisal  value  of  a  farm, 
whichever  is  lower,  to  be  matched  by  a  10-percent  contribution  by 
the  beginning  farmer  or  rancher. 

Federal-State  partnership.  FmHA  is  authorized  to  enter  into 
Federal-State  beginning  farmer  partnerships  that  permit  Farmers 
Home  to  provide  a  beginning  farmer  or  rancher  a  down  payment 
loan  or  guarantee  of  financing  by  a  State  program  which  estab- 
lishes or  maintains  a  viable  operation. 

This  provision  also  calls  for  the  establishment  of  an  Advisory 
Committee  on  Beginning  Farmers  and  Ranchers  to  advise  the  Sec- 
retary on  the  development  of  the  assistance  and  on  methods  of  en- 
couraging States  to  participate  in  the  program,  and  how  to  create 
new  opportunities  in  farming.  I  understand  that  the  law  calls  for 
that  committee  to  be  in  place  by  April  of  1994.  We  will  have  that 
committee  in  place  before  the  end  of  the  year,  and  we  would  appre- 
ciate recommendations  from  you  to  the  Secretary  on  individuals 
that  you  think  should  serve  on  that  committee.  I  think  that  there 
are  eight  different  categories  that  should  be  represented,  and  I  feel 
that  we  should  have  at  least  16  members  or  more  on  that  commit- 
tee to  give  us  good  geographic  diversification. 

Special  assistance  program.  A  special  assistance  operating  loan 
program  for  beginning  farmers  and  ranchers  is  established.  This  is 
intended  to  move  borrowers  through  varjdng  degrees  of  direct  and 
guaranteed  loans,  with  the  ultimate  goal  being  that  that  farmer 
graduate  to  private  credit. 

Different  interest  rates.  Under  the  FmHA  guaranteed  program, 
lenders  are  permitted  to  decrease  their  interest  rate  on  the  guaran- 
teed portion  of  the  loan.  This  will  permit  lenders  more  flexibility. 
One  of  the  comments  that  we've  heard  from  the  private  sector  is 
"Government  has  too  much  redtape,  too  many  rules,  too  many  reg- 
ulations. Make  it  easier  for  us  to  participate  with  Government."  We 
think  this  is  one  item  that  would  help  do  that. 

Limits  on  assistance.  Borrowers  under  the  program  of  direct  and 
guaranteed  operating  loans  will  be  limited  in  the  number  of  years 
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they  can  receive  operating  loan  assistance  after  October  28,  1992. 
Direct  loan  borrowers  may  only  receive  assistance  for  10  years,  and 
guaranteed  loan  borrowers  may  only  receive  assistance  for  15 
years.  The  reason  is  to  ensure  that  Farmers  Home  borrowers  rely 
on  Cxovemment  assistance  as  a  temporary  source  of  credit. 

Mr.  Chairman  and  members,  additional  regulations  have  re- 
cently been  submitted  to  the  Office  of  Management  and  Budget  for 
clearance.  It  should  be  noted  that  this  delay  in  publication  of  these 
provisions  will  not  affect  the  implementation,  as  you  mentioned 
earlier,  of  the  beginning  farmer  program  on  October  1,  1993. 

Debt  service  margin.  One  provision  sent  to  OMB  on  September 
21  requires  a  guaranteed  loan  borrower's  income  to  be  considered 
adequate  when  it  is  sufficient  to  cover  loan  payments,  family  living 
expenses,  and  incidental  expenses,  including  capital  replacement 
items  after  depreciation  is  taken  into  account. 

Equal  access  to  gender.  This  will  include  women  in  the  definition 
of  socially  disadvantaged  for  the  purpose  of  Farmers  Home  farm 
loans.  Women  will  now  have  a  greater  opportunity  to  begin  farm- 
ing. . 

In  addition  to  the  above  provisions  covering  12  sections  of  the 
act,  FmHA  is  completing  the  work  on  regulations  to  implement  the 
five  remaining  sections  that  require  regulation  changes,  and  I'd 
like  to  pass  out  in  just  a  second  a  chart  that  lists  each  regulation 
and  details  where  it  is  in  the  process. 

The  changes  will  establish  a  reporting  system  for  pending  appli- 
cations; establish  a  schedule  by  which  county  committees  must 
complete  action  on  loan  applications;  establish  a  method  for  the 
transfer  of  Indian  lands  pledged  as  collateral  for  Farmers  Home 
loans  to  the  appropriate  tribe  when  the  land  comes  into  FmHA's 
inventory;  establish  a  process  to  graduate  seasoned  direct  loan  bor- 
rowers to  commercial  credit;  and  provide  beginning  farmers  and 
ranchers  and  socially  disadvantaged  applicants  with  a  preference 
in  the  leasing  of  Farmers  Home  inventory  farm  property,  along 
with  an  option  to  purchase  farm  property. 

Mr.  Chairman,  we've  had  a  lot  of  people  working  on  the  regula- 
tions, and  you're  aware  that  it's  a  complex  act.  We've  been  working 
with  the  Office  of  General  Counsel  trying  to  interpret  the  meaning 
and  intent  of  the  differences  between  the  act  and  legislative  his- 
tory, and  I  did  go  back  and  read  a  lot  of  the  hearing — I  call  it  re- 
port language,  or  whatever  the  technical  term  is,  as  you  were  dis- 
cussing this.  A  few  items  were  found  where  we  believe  the  act 
might  be  modified  to  improve  assistance  to  beginning  farmers. 

Let  me  make  a  comment  about  that  before  I  cite  these  points. 
Our  goal,  again,  is  to  support  a  program  that  helps  beginning  farm- 
ers and  ranchers.  We  believe  in  that.  There's  no  question  about  it. 
Any  time  we  see  an  opportunity  to  improve  a  program,  we  should 
do  that.  What  we  should  have  done,  I  think,  is  rather  than  going 
on  a  dual  track  of  saying,  "Let's  figure  out  how  we  can  fig'jre  out 
ways  to  make  suggestions  about  improving  a  good  program,"  we 
should  say,  "Let's  get  the  regulations  in  place"  and  then  come  back 
and  do  that.  That's  one  error  we  might  have  made. 

I  would  like  to  take  this  opportunity  to  offer  a  few  comments  on 
the  changes  that  could  better  enable  us  to  better  carry  out  this  act. 
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Change  the  education  and  training  requirement.  Under  the  regu- 
lar program,.  I  think  it  says  "education  or  experience."  Under  this 
act,  it  says  "education  and  experience."  We  think  the  requirement 
for  both  makes  it  tougher  for  these  beginning  fanners. 

Ease  the  restriction  on  nonfarm  income.  Many,  many  families  in 
America  today  depend  upon  nonfarm  income  to  help  support  their 
operation.  Somebody's  working  in  town  at  a  factory,  somebody's 
doing  some  sort  of  service  job.  That  plus  the  farm  income  contrib- 
utes to  that  whole  family.  We  think  that  it  is  important  to  include 
nonfarm  income  as  we  evaluate  these  applications. 

Exempt  rural  youth  loans  from  the  10-year  direct  operating  loan 
limitation.  By  the  time  you  get  a  young  person  into  farming  and 
then  10  years  out,  they're  still  fairly  young,  they're  out  of  the  pro- 
gram, and  they  might  not  be  ready.  We  think  that  ought  to  be 
changed. 

The  reporting  requirements.  We  understand  it  is  very  important 
to  be  accountable  to  this  committee  and  to  Congress  for  laws  that 
you  pass,  but  we'd  like  to  try  to  work  with  you  on  some  alternate 
method  other  than  this  monthly  requirement  that's  in  there,  but  at 
the  same  time  to  be  accountable  to  you  on  some  periodic  basis  for 
this  program. 

Mr.  Chairman,  as  Secretary  Espy  often  says,  we're  committed  to 
making  this  administration  farmer-friendly.  We're  also  committed 
to  ensuring  that  the  services  of  the  U.S.  Department  of  Agriculture 
are  available  to  all  those  who  are  entitled  to  them,  including  those 
who  may  not  have  been  aware  in  the  past  that  such  services  ex- 
isted. 

We're  moving  ahead  with  the  beginning  farmer  program,  and 
we'll  have  it  in  place  on  October  1.  Any  improvements  that  you 
make  in  the  future  will  make  a  good  program  better.  We're  loolung 
forward  to  working  with  you  to  achieve  our  goals  for  this  program, 
and  I'd  like  to  commend  you  and  the  members  of  the  committee  for 
your  foresight  and  commitment  to  increasing  the  number  of  family 
farmers  in  America. 

What  I  would  like  to  do  is  to  take  just  a  couple  more  minutes 
and  tell  you  some  of  the  things  we're  doing  to  fulfill  this  commit- 
ment to  get  this  program  going. 

A  teleconference  was  held  with  all  State  directors  on  September 
22,  to  brief  them  on  their  implementation  responsibilities.  State  di- 
rectors have  been  instructed  to  ensure  that  all  field  staff  have  read 
and  familiarized  themselves  with  the  regulations  and  are  ready  to 
implement  them  on  September  30.  Another  teleconference  has  been 
scheduled  for  October  22,  to  answer  questions  and  provide  training 
to  program  staff  in  the  States. 

Letters  have  been  sent  to  all  Governors  advising  them  of  the 
Federal-State  partnership  program  and  offering  them  to  enter  into 
a  memorandum  of  understanding  to  use  the  Farmers  Home  and 
State  beginning  farmer  program  simultaneously.  Two  memoran- 
dums have  been  signed — one  with  Missouri  and  one  with  Iowa — 
and  one  with  Texas  is  pending.  We  expect  our  letters  to  generate 
other  inquiries. 

Farmers  Home  has  issued  an  administrative  notice  giving  field 
offices  guidance  on  how  to  implement  their  program  and  advise  ap- 
plicants on  the  availability  of  the  program.  Farmers  Home  staff 
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have  already  given  several  presentations  on  features  of  the  pro- 
gram to  interested  groups. 

My  point  here  is  that  we  are  moving  ahead  with  this  program. 
We  are  not  holding  back.  The  other  thing  is,  we  don't  want  people 
to  walk  into  a  Farmers  Home  office  and  say,  "What  about  this  be- 
ginning farmer  program?"  and  nobody  know  about  it.  That's  why 
we  feel  it's  important  to  make  sure  the  people  in  the  field,  as  well 
as  the  people  in  Washington,  understand  that  this  program  is 
ready  to  go. 

Let  me  talk  about  some  other  outreach  efforts  that  we've  t£iken. 
Farmers  Home  staff  have  made  presentations  to  several  groups 
highlighting  the  features  of  the  program.  Groups  so  far  include 
independent  bankers,  the  National  Agricultural  Credit  Committee, 
the  National  Association  of  Farmers  Home  County  Supervisors, 
and  representatives  of  1890  institutions  and  community-based  or- 
ganizations. 

Future  activities  talk  about  an  aggressive  outreach  effort  to  as- 
sure that  we  reach  folks  who  can  take  advantage  of  this  program. 
Agency  staff  will  provide  information  to  Native  American  groups  at 
an  outreach  conference  in  Billings,  Montana,  on  September  28. 
State  directors  have  been  instructed  to  contact  groups  who  can 
reach  applicants,  and  we've  set  management  goals  for  all  States  re- 
quiring staff  to  conduct  outreach  meetings  which  will  include  the 
beginning  farmer  program.  At  the  American  Bankers  Association 
ag  convention  in  early  November,  the  staff  will  conduct  a  seminar 
for  interested  lenders  to  show  them  how  to  use  the  program,  and 
we  will,  of  course,  use  the  media. 

The  point  I'm  trying  to  make  is  that  we  are  moving  ahead  with 
this  program,  not  only  here  in  Washington,  but  out  in  the  field,  and 
I  can  assure  you  of  that.  What  I  want  to  do  is  to  make  a  final  com- 
ment, and  then  I  want  to  pass  out  this  1-page  sheet,  if  I  could,  be- 
cause, Mr.  Chairman,  it  relates  specifically  to  the  question  you 
asked  about  the  status  of  each  of  the  regulations. 

Let  me  end  by  quoting  or  paraphrasing  the  words  of  a  great  Afri- 
can king  who  once  said  that  our  work  and  deeds  today  are  for  some 
who  are  dead,  who  never  got  an  opportunity  to  participate  in  pro- 
grams like  this;  a  few  who  are  living,  who  are  struggling  against 
insurmountable  odds  to  get  into  farming,  and  we  need  to  help 
them;  and  many  more  yet  unborn,  who  will  be  beneficiaries  of  this 
program. 

Thank  you  very  much. 

[The  prepared  statement  of  Mr.  Nash  appears  at  the  conclusion 
of  the  hearing.] 

Mr.  English.  Thank  you  very  much,  Mr.  Nash.  I  appreciate  it. 
I  also  appreciate  you  bringing  up  an  item-by-item  accounting  with 
regard  to  the  regulations  and  where  we  stand  on  each  provision  of 
the  bill. 

I  also  appreciate  your  statement  that  the  delay  in  submitting  the 
report  is  "in  no  way  due  to  a  lack  of  enthusiasm  on  our  part."  Now, 
that's  quoting  from  your  statement.  I  guess  the  thing  that  troubled 
me  a  good  deal  and  I  think  troubled  our  staff  were,  as  I  mentioned, 
the  commitments  that  were  made  back  early  this  year  that  in  fact 
the  April  deadline  was  going  to  be  met,  no  problem.  If  there  was 
a  problem,  we  would  have  expected  that  someone  tell  us,  particu- 
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lariy  after  they  had  made  that  commitment.  But  we  didn't  have 
anybody  come  tell  us  that,  and  we've  kind  of  had  the  "any  day,  any 
day,  any  day  now."  After  a  while  you  become  concerned  about  that. 

But  the  thing  that  really  heightened  that  concern  to  the  level 
that  I  felt  it  was  necessary  that  we  have  a  hearing  on  this  issue 
and  perhaps  clear  the  air  was  that  a  reputable  agricultural  news- 
letter that  was  circulated  made  this  reference,  and  this  is  on  Sep- 
tember 1:  "Reliable  sources  at  Farmers  Home  Administration  say 
that  the  rules  are  unable  to  repair  what  they  consider  serious  defi- 
ciencies in  the  law  itself.  One  source  says  that  the  beginning  farm- 
er provisions  are  more  restrictive  than  existing  farm  loan  pro- 
grams. Officials  are  said  to  want  a  delay  in  hearings  to  draft  tech- 
nical amendments  to  solve  the  problems,"  making  a  reference  to 
the  hearings  that  we  were  calling  at  that  particular  time. 

Now,  that's  the  quote.  The  thing  that  troubles  me  a  great  deal 
about  this  is  that  we're  not  talking  about  difficulties  in  getting  the 
regulations  out.  What  we're  talking  about  here  are  concerns  by  peo- 
ple within  Farmers  Home  Administration.  They  don't  like  the  law. 
That's  the  bottom  line  of  what  we're  talking  about.  "We  don't  like 
the  law." 

Well,  that's  where  we've  got  some  real  problems,  because  the 
issue,  as  I  understand  it — and  I'm  a  little  bit  troubled  by  some  of 
the  comments  you're  making  in  your  statement,  Mr.  Nash — does 
not  seem  to  be  the  question  of  whether  or  not  we're  going  to  follow 
the  law,  it's  a  question  of  how  can  we  write  the  regulations  to  cor- 
rect what  we  see  as  deficiencies  in  the  law?  I  suppose  the  one  point 
that  I  would  make  to  you  is  that  if  the  Department  takes  upon  it- 
self the  decision  on  how  they  are  going  to  implement  the  law  or 
whether  they're  going  to  implement  the  law  with  regard  to  some- 
thing they  disagree  on  as  opposed  to  making  legislative  proposals 
to  the  Congress  and  making  changes,  then  we've  got  a  heck  of  a 
problem. 

I  would  have  expected  if  there  are  difficulties  within  the  Farmers 
Home  Administration  or  this  administration  or  any  individual  in  it, 
if  they  have  difficulties  with  any  provisions  in  the  law,  they'd  come 
see  us.  Come  see  me.  Come  see  members  of  the  minority,  members 
of  the  majority.  Mr.  Penn/s  a  major  author  of  this.  If  you've  got 
concerns,  you  come  see  us.  If  we  need  the  law  changed,  we  look  at 
changing  it.  But  what  I'm  troubled  by  is  no  one  came  to  see  us,  no 
one  said  boo  about  there  being  any  problem,  but  what  we  read 
about  on  September  1,  in  the  press,  is  someone  down  at  Farmers 
Home  has  reservations  and  "We  don't  want  to  publish  the  regula- 
tions because  we  can't  figure  out  how  to  write  a  rule  or  regulation 
to  change  the  law." 

That's  a  problem.  That's  wrong.  So  what  I  would  suggest  to 
you — and  as  I  said,  Mr.  Nash,  you  got  awful  close  to  that  in  what 
you  were  sa5dng  in  some  of  your  testimony  this  morning.  You're 
getting  awful  close  to  that.  You  see  your  role  as  being  to  improve 
a  program.  "We  think  there  are  problems."  You  were  in  effect  say- 
ing, "We  think  there  are  some  problems  here."  Well,  nobody's  come 
and  talked  to  us  about  that.  No  member  of  this  subcommittee  has 
heard  "We  think  we're  going  to  improve  the  program  down  here 
that  was  written  by  Congress."  Basically  what  you're  talking  about 
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is  the  same  thing  that's  in  this  report  of  these  rules  and  regula- 
tions. 

So  if  it  is  the  opinion  of  the  Department — and  I  don't  think  this 
is  the  opinion  of  the  Secretary.  I'd  be  very  surprised  if  it  is.  But 
if  it  is  the  opinion  now  of  some  of  the  appointees  of  the  administra- 
tion or  of  the  bureaucracy  within  this  Department  that  in  fact  "If 
we  don't  like  the  law,  we're  going  to  write  rules  and  regulations  to 
change  it  to  implement  it  the  way  we  think  it  ought  to  be  done  in- 
stead of  changing  the  law,  or  we're  going  to  simply  drag  our  heels 
and  ignore  the  law  and  not  write  the  rules  and  regulations  so  we 
don't  have  to  implement  it,"  then,  as  I  said,  we're  going  to  have  lots 
of  hearings.  We're  going  to  spend  lots  of  days  up  here,  and  we're 
going  to  get  to  know  each  other  real  well.  Quite  frankly,  there  are 
a  lot  of  things  we  need  to  be  doing  up  here.  We  don't  have  time 
to  be  going  through  and  dotting  i's  and  crossing  t's  and 
micromanaging  like  you  wouldn't  believe  we  can  micromanage. 

So  I  would  give  you  the  opportunity — and  I  hope  that  you'll  be 
very  candid  and  honest  with  me.  What  is  this  Department  going 
to  do?  Is  it  going  to  implement  the  law  and  make  legislative  pro- 
posals to  change  those  elements  in  the  law  they  disagree  with,  or 
is  the  Department  going  to  selectively  decide  what  provisions  in  the 
law  they  want  to  implement  and  do  their  best  to  figure  out  some 
way  to  write  rules  and  regulations  that  change  those  provisions  in 
the  law  they  disagree  with?  Which  way  are  we  going  today,  Mr. 
Nash? 

Mr.  Nash.  Mr.  Chairman,  we're  going  to  follow  the  law.  We're 
going  to  implement  the  law  as  passed.  It  doesn't  matter  whether 
any  individual  out  of  the  112,000  people  at  USDA  agrees  or  dis- 
agrees. We're  going  to  implement  the  law.  Second,  we're  going  to 
get  the  regulations  in  place,  and  we're  not  going  to  use  the  regula- 
tions to  change  the  law.  We're  not  going  to  drag  our  heels  to  try 
to  keep  from  implementing  the  program.  We  are  going  to  also 
work,  after  we  get  these  in  place,  on  the  regulations  related  to  the 
1990  farm  bill  that  haven't  been  implemented  that  were,  I  have  to 
say,  on  another  clock,  not  ours.  We're  going  to  be  responsive. 

As  it  relates  to  improvements  in  the  bill,  that's  a  separate  issue. 
We  would  like  to  have  the  opportunity,  if  the  subcommittee  would 
be  receptive  to  hearing  our  ideas  about  how  to  do  that,  but  that's 
a  separate  issue  from  the  regulations.  We  will  put  the  regulations 
into  effect.  We  will  not  use  the  regulations  to  try  to  change  the  law 
in  any  shape,  form,  or  fashion. 

Mr.  English.  I  want  to  commend  you,  and  I  want  you  to  know 
you  just  lightened  the  load  of  this  subcommittee  a  whole  bunch, 
and  we  all  appreciate  that  very  much.  As  I  said,  I  would  not  only 
invite,  I  would  urge  that  in  any  provision  of  any  law  that  exists 
today  over  which  this  subcommittee  has  jurisdiction,  if  anybody's 
got  any  ideas  how  to  improve  it,  my  door  is  wide  open.  I  think  I 
could  speak  for  all  of  the  members  of  this  subcommittee  on  both 
the  Republican  and  Democratic  side.  We  invite  you  to  come  and 
talk  to  us  and  make  those  proposals.  I  can  assure  you  that  we're 
going  to  weigh  them  very  carefully. 

We'll  have  our  give  and  take,  but  we've  got  to  live  by  the  law  in 
the  end,  whether  we  agree  with  it  or  not.  There  are  a  lot  of  bills 
I  vote  against  up  here  that  become  law,  but  I've  got  to  live  with 
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them,  and  Fm  delighted  to  hear  that  you  all  are  putting  yourself 
in  the  same  position  that  you  will  carry  out  the  law  as  well.  So  I 
commend  you  for  that,  and  I  appreciate  that. 

Mr.  Nash.  Thank  you,  Mr.  Chairman.  If  I  might  make  one  other 
comment,  yes,  we  should  have  come  to  you  and  members  of  this 
committee  with  any  suggestions  we  had  on  changes  in  the  law.  We 
will  do  that  in  the  future.  As  a  new  administration,  we  walked  in 
and  had  our  plate  full — ^flood,  drought,  reorganization,  E.  coli 
breakout.  Many  of  our  appointees  have  not  been  confirmed.  We 
have  been  participating  in  a  lot  of  working  groups,  whether  they 
be  empowerment  zones,  or  community  development  banks,  stand- 
ing up  for  rural  America.  That's  taken  a  lot  of  my  time  in  terms 
of  getting  my  hands  around  the  operation.  We're  getting  there. 
Frankly,  we're  not  totally  there  yet,  but  we  will  be,  I  guarantee  you 
that. 

Mr.  English.  I  appreciate  that,  and  I  think  everybody  on  this 
subcommittee  has  understood  that,  and  we've  certainly  been  will- 
ing to  cut  you  all  a  lot  of  slack  because  you  have  faced  some  very 
serious  emergencies.  But  when  we  read  this  kind  of  quote  in  a  pub- 
lication, that  puts  an  entirely  different  light  on  it  than  what  we've 
seen  in  the  past. 

Mr.  Barrett. 

Mr.  Barrett,  Thank  you,  Mr.  Chairman.  You  have  touched  very 
well  on  one  of  the  main  concerns  I  had,  so  I'll  not  enlarge  upon 
your  question. 

Perhaps  an  adjunct,  Mr.  Nash,  to  the  chairman's  line  of  question- 
ing, a  specific  question  with  regard  to  delays.  A  direct  question.  Is 
0MB  a  part  of  the  problem  in  terms  of  delays,  clearances,  whatever 
the  case  may  be?  Have  there  been  some  problems  with  0MB? 

Mr.  Nash.  Let  me  give  you  as  direct  an  answer  as  I  can,  please. 
I  don't  have  copies  of  this,  but  the  interim  rule  or  regulation  proc- 
ess that  involves  OMB,  our  general  counsel,  all  that,  looks  like  spa- 
ghetti. This  is  what  Vice  President  Gore  was  talking  about.  There 
are  too  many  boxes,  too  many  steps,  and  part  of  that  involves 
OMB.  It  does.  I  mean,  OMB  is  dealing  with  regulations  for  each 
and  every  department  in  government.  For  us,  when  we  send  regu- 
lations to  OMB,  they're  the  most  important  ones  to  us.  When  we 
send  them  to  OMB,  they're  not  necessarily  the  most  important  ones 
to  them.  They've  got  a  whole  stack,  and  ours  may  be  on  the  bottom 
of  the  stack. 

What  we  tried  to  do,  for  an  example,  on  the  rules  that  we  re- 
cently got  out,  very  frankly,  a  lot  of  that  was  people  standing,  wait- 
ing, and  hand  canying.  We  pushed  this  thing  to  fulfill  our  commit- 
ment, very  frankly,  that  I  made  to  the  chairman  to  get  it  done. 

So,  yes,  there  are  problems  there.  I  don't  waint  to  criticize  my 
counterpart  agency,  sister  agency,  but,  yes,  there  are  problems 
there,  and  there  are  problems  with  the  whole  regulation  process. 
It  takes  too  long.  Too  many  hands  touch  it.  Too  many  decisions 
have  to  be  made.  And  by  the  time  we  get  these  regulations  imple- 
mented, you've  got  folks  who  are  out  of  business  or  who  decided  not 
to  go  into  business,  particularly  as  it  relates  to  this  program. 

I  hope  that  answers  your  question. 

Mr.  Barrett.  Yes,  and  I  appreciate  your  directness. 
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As  a  matter  of  fact,  Mr.  Chairman,  in  response  to  Mr.  Nash's  re- 
sponse to  my  question,  if  subsequent  hearings  are  found  necessary 
with  regard  to  this  subject,  I  would  recommend  that  OMB  become 
a  part  of  the  hearing  as  well,  for  future  reference. 

One  other  question.  In  your  written  testimony,  you  talk  about 
the  certified  lender  and  simplified  application  programs.  The  sim- 
plified application  is  the  area  that  I  want  to  go  toward  for  just  a 
minute  or  two.  That  was  my  amendment,  which  was  passed  a  year 
ago,  involving  the  simplified  application  for  loans  of  $50,000,  I  be- 
lieve it  was,  or  less,  and  you're  familiar  with  that.  I  have  the  appli- 
cation here,  which  apparently  you're  using,  and  my  question  is  es- 
sentially, what  have  you  done  to  simplify  the  application?  Is  there 
any  difference  between  this  application  and  the  application  used  by 
a  person  who's  trying  to  borrow  $200,000? 

Mr.  Nash.  Congressman,  may  I  have  Jim  Radintz  respond  to 
that  question? 

Mr.  Barrett.  Certainly. 

Mr.  Nash.  Thank  you,  sir. 

Mr.  Radintz.  Congressman,  we've  simplified  the  application  for 
a  small  loan  by  not  requiring  the  lender  to  supply  to  us  nearly  as 
much  documentation.  For  example,  a  noncertified  lender  asking  for 
a  loan  over  $50,000  would  have  to  submit  substantial  documenta- 
tion to  show  how  they  developed  projected  yield,  projected  prices, 
projected  expenses  in  the  operation.  For  any  lender  who  asks  for 
a  guarantee  request  under  $50,000,  we  don't  ask  for  that  kind  of 
documentation.  We  let  the  lender  develop  the  plan  based  on  infor- 
mation they  have  in  their  files.  They  don't  have  to  submit  it  to  us. 

Now,  let  me  add,  we  did  have  a  dialog  with  some  other  folks  up 
here  on  Mr.  Durbin's  committee  about  many  of  the  legislative  re- 
quirements that  are  imposed  on  our  program  that  affect  all  loans, 
regardless  of  size,  things  that  are  basically  part  of  running  a  Fed- 
eral program — prohibitions  on  making  loans  to  certain  people  that 
have  been  convicted  of  drug  dealing,  for  example,  and  to  comply 
with  those  laws  we  have  to  require  that  from  everyone,  regardless 
of  the  size  of  the  loan. 

If  you're  hearing  from  lenders,  that's  probably  some  of  the  things 
you're  hearing  about,  because  we  hear  about  them  all  the  time. 

Mr.  Barrett.  But  for  the  loan  of  less  than  $50,000,  there's  an 
11-page  document,  as  I  understand  it,  with  a  laundry  list  of  nine 
things  that  these  people  have  to  comply  with.  Is  that  basically  cor- 
rect? 

Mr.  Radintz.  That's  correct,  but  many  of  those  11  pages  are  the 
various  certifications  and  statements  that  any  applicant  must  cer- 
tify to  to  receive  Federal  assistance — again,  those  things  like  envi- 
ronmental concerns,  the  various  Privacy  and  Credit  Opportunity 
Act  statements.  We  used  to  have  all  of  those  on  a  separate  piece 
of  paper,  and  we  tried  to  consolidate  them  so  lenders  and  appli- 
cants would  not  worry  about  inadvertently  leaving  out  one  of  those 
pieces  of  paper  that  would  cause  a  delay  in  processing. 

But  many  of  those.  Congressman,  we  don't  have  any  choice.  The 
law  says  we  have  to  advise  people  of  certain  rights,  and  we  have 
to  get  them  to  certify  to  certain  things  when  they  apply.  Whether 
they  ask  for  a  loan  for  $100  or  $400,000,  we  have  to  get  the  same 
statements. 
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Mr.  Barrett.  So  the  same  document,  the  same  11  pages,  is  com- 
pleted by  the  person  going  $200,000  and  the  person  going  $50,000, 
you're  telling  me.  The  same  document. 

Mr.  Radintz.  For  a  noncertified  lender. 

Mr.  Barrett.  Right. 

My  time's  expired,  Mr.  Chairman.  Perhaps  we  can  continue  this 
at  a  later  point  in  time.  Thank  you  very  much. 

Mr.  English.  Perhaps  it  would  be  helpful,  Mr.  Nash,  if  you  could 
do  a  little  evaluation  and  by  the  end  of  the  hearing  maybe  let  us 
know  how  many  of  these  11  pages  are  there  as  a  direct  result  of 
a  requirement  by  the  Congress  so  that  we  can  get  some  kind  of  feel 
of  how  much  of  these  are  congressional  mandates  as  opposed  to 
how  many  pages  are  not  congressional  mandates,  how  much  of  the 
form  is  there  as  a  page  because  of  congressional  mandates. 

Ms.  Long. 

Ms.  Long.  Thank  you,  Mr.  Chairman.  I  have  a  reinventing  Gov- 
ernment question  as  well  as  my  colleague  here.  In  both  the  1990 
farm  bill,  as  I  recall,  as  well  as  the  1992  Credit  Act,  there  are  sev- 
eral provisions  that  require  the  borrower  to  have  a  farm  plan  and 
present  that  farm  plan.  My  question  is,  is  there  some  way  that  we 
can  work  toward  not  just  simplifying  the  loan  application  process, 
but  standardizing  the  farm  plan  form  so  that  regardless  of  which 
program  you're  working  under  or  applying  to,  you  have  basically 
the  same  form?  I  don't  know  if  you've  done  any  work  on  that. 

Mr.  Nash.  Congresswoman,  I  think  we  have  a  new  program,  a 
computer  program,  that  we  offer  to  farmers  which  covers  all  the 
programs.  In  some  cases,  they  may  have  their  own  program  for 
their  farm  plan.  I  think  we  have  the  flexibility  to  allow  them  to  do 
that  if  they  want  to.  But  I  think  that  we  have  something  like  that 
either  in  place  or  it  is  under  development.  So  the  answer  to  that 
is  yes. 

Ms.  Long.  That  pretty  much  takes  care  of  my  question.  You  said 
you  think  the  answer  to  it  is  yes.  If  you  could  just  verify  that  the 
answer  is  definitely  yes 

Mr.  Nash.  It  is  under  development,  and  it  will  be  in  place. 

Ms.  Long.  But  not  just  for  the  young  farmer  program,  but  for  all 
across  the 

Mr.  Nash.  For  all  across  the  board,  yes,  ma'am. 

Ms.  Long.  Thank  you. 

Mr.  English.  Mr.  Nussle. 

Mr.  Nussle.  Thank  you,  Mr.  Chairman.  I'm  not  a  constitutional 
scholar,  but  my  understanding  about  the  way  this  place  works  is 
this:  Article  1,  section  1,  I  believe  it  is,  puts  all  legislative  power 
in  the  Congress.  We  are,  therefore,  responsible  for  every  law,  regu- 
lation, rule — everything  that  goes  on.  That's  the  way  it  was  in- 
tended. I  don't  think  our  Founding  Fathers  had  any  idea  we  were 
going  to  create  a  bureaucracy,  or  if  we  were,  it  was  probably  going 
to  be  pretty  small.  So  really  all  of  these  rules  and  regulations  are 
our  responsibility  to  write.  Luckily,  we  saw  the  need  to  pass  that 
on  to  the  executive  branch  and  get  some  people  to  help  us.  So 
that's  basically  why  you're  here. 

We  work  for  the  people,  and,  in  turn,  you  work  for  us  and  the 
President,  as  a  result.  That's  kind  of  an  outline  and  a  foundation. 
We're  not  here  to  quarrel  over  substance.  I  believe  in  your  commit- 
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merit  to  the  young  farmers  of  this  country,  and  I  beUeve  in  Sec- 
retary E spy's.  But  I  think  we  definitely  have  a  concern,  and  I  know 
I  have  this  concern,  and  judging  from  the  last  two  questions  that 
we  had,  people  asking  questions,  there  is  definitely  a  reinventing 
Government  issue  here  that  has  to  be  addressed. 

The  inability  to  get  these  regulations  in  place  is  either  because 
you're  not  doing  your  job,  or  for  some  reason  you  can't  do  your  job. 
I  don't  see  any  other  alternative.  If  you're  not  doing  your  job,  we'll 
find  that  out  and  we'll  get  rid  of  you.  I  don't  think  that's  the  case, 
however.  If  you  can't  do  your  job,  we  need  to  know  why.  So  I  guess 
that's  my  question.  What  is  standing  in  the  way  of  regulations 
being  promulgated  for  3  years  of  a  farm  bill?  I  understand  floods 
are  part  of  it.  I  understand  a  new  administration  is  part  of  it.  But 
what  is  standing  in  the  way  that  we  can  change  to  change  this,  to 
get  this  on  track? 

Mr.  Nash.  Congressman,  I  can't  speak  for  the  period  from  1990 
up  until  January  of  1993. 

Mr.  NussLE.  I'll  bet  you  can  guess,  though,  based  on  what  you've 
seen  already. 

Mr.  Nash.  I  could  guess,  but  I'd  rather  not  speculate.  This  is 
what  I  know.  This  administration  has  a  commitment  to  farmers,  to 
this  beginning  farmer  program.  I  know  that.  I  wasn't  here  person- 
ally, so  I  don't  know  about  the  other  administration  specifically, 
other  than  to  speculate,  and  I'll  leave  it  at  that. 

Second  point.  Vice  President  Gore,  in  his  reinventing  Govern- 
ment national  performance  review  effort,  indicates  that  rules  and 
regulations  and  redtape  cost  lots  of  money  and  slow  down  a  process 
of  providing  service  to  our  clients,  the  American  people.  That's  who 
we  serve.  He  is  committed,  President  Clinton  is  committed,  and 
Mike  Espy  is  committed  just  within  USDA  to  reduce  the  levels  of 
approval  that  have  to  be  done  to  get  things  done  at  USDA. 

There's  a  USDA  performance  review  team  working  that  was  cre- 
ated under  Vice  President  Gore's  effort,  that  is  still  underway  and 
will  continue.  We're  going  to  get  rid  of  the  approval  levels.  He's  al- 
ready pushed  down  decisions  that  he  used  to  make  to  several  of  the 
Assistant  Secretaries  and  Under  Secretaries,  and  you'll  see  more  of 
that.  We've  got  to  do  something  about,  more  specifically,  this  rule- 
making process.  There  are  too  many  places  for  it  to  go,  and  it  takes 
too  long,  I  know  it's  easier  said  than  done  to  get  rid  of  it,  but  the 
commitment  is  there  to  do  it. 

Those  are  the  points  that  I'd  like  to  make  in  response.  One,  this 
administration  is  committed.  I  don't  know  about  the  other  one.  Sec- 
ond, Vice  President  Grore  is  talking  about  reducing  rules,  regula- 
tions, and  redtape,  and  Secretary  Espy  is  also,  and  we've  already 
started  doing  it.  I  think  you'll  see  an  impact  as  it  relates  to  how 
long  it  takes  regulations  to  get  out  in  the  future  once  these  things 
are  in  place,  and  we're  making  improvements  every  day. 

Mr.  NusSLE.  I'm  glad  to  hear  that.  If  it  is  a  situation  where  peo- 
ple are  stalling  things  for  personal  reasons  or  for  reasons  that  they 
don't  agree  with  what's  being  done,  that  is  obviously  unacceptable, 
and  as  far  as  I'm  concerned,  it's  illegal. 

Mr.  Nash.  Absolutely. 

Mr.  NusSLE.  If  it's  an  inability  to  get  it  done  because  of  other 
reasons,  we  need  to  know  them,  because  we've  come  to  a  point  in 
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our  history  in  this  country  where  this  just  cannot  go  on.  I've  got 
farmers — ^farmers  do  not  understand  why  a  bill  was  passed  in  1990 
and  at  the  end  of  1993  there  aren't  any  regulations  to  operate. 
We're  already  beginning  the  process  of  holding  hearings  about 
1995.  We  might  as  well — ^I  don't  want  to  make  this  as  a  proposal, 
but  we  might  as  well  scrap  that  and  start  now  and  at  least  get  the 
job  done.  You  might  as  well  be  working  on  1995  regulations  as  op- 
posed to  these. 

I  believe  and  I  would  encourage  the  chairman  particularly, 
maybe  as  a  case  study,  as  a  microcosm  of  what  we  have  personal 
oversight  over  on  this  subconmiittee,  to  just  go  through  step  by 
step — we  know  how  a  bill  becomes  a  law,  but  how  does  a  law  be- 
come a  regulation,  and  why  is  it  that  it  takes  so  long?  I  realize  that 
may  be  rudimentary,  but  I  think  it  will  be  very  instructive  as  to 
what  we  do  in  Congress  that  we  can  change  and  what  you  do  in 
the  administration  that  you  can  change  and  that  we  can  help  you 
change  in  order  to  get  this  done. 

Because  I'll  be  honest  with  you,  I've  met  with  the  Vice  President 
on  reinventing  Grovemment,  I  happen  to  be  the  Republican  task 
force  chairman  on  reinventing  Government,  so  this  is  very  near 
and  dear  to  my  heart.  I  will  tell  you  that  there  is  a  verbal  commit- 
ment to  make  changes  on  Capitol  Hill,  but  there  is  as  of  yet  no  leg- 
islative strategy  to  accomplish  it.  We're  going  nowhere.  It  sounds 
great  to  talk  about,  "Yes,  let's  make  changes.  Let's  reinvent  Gov- 
ernment. Let's  get  it  done,  farmer-friendly."  All  of  that  is  true,  but 
we  as  of  yet  have  not  moved  that  process  along.  I  think  one  of  the 
reasons  is  a  lack  of  education  on  our  part  of  the  things  that  we  do 
and  request.  The  letter  I  sent  you  and  said,  "Give  me  some  infor- 
mation," that  causes  a  delay  because  I'm  bothering  you,  and  any- 
one else  that  does  that,  asking  for  studies,  et  cetera. 

So  I  would  hope  that  we  can  maybe  go  through  some  kind  of  case 
study  and  say,  "What  are  you  doing  and  what  are  we  doing  that 
we  can  change  right  now  to  get  out  of  this  delay  and  morass  that's 
going  on?"  So  if  you  have  any  thoughts  as  you're  going  through 
this,  you're  talking  to  somebody  here  who  wants  to  try  and — this 
isn't  Republican  or  Democrat.  This  is  trying  to  get  it  done  so  that 
whatever  it  is,  whether  we  agree  with  the  law  or  not,  it  gets  done. 
Because  I  don't  agree  with  aU  the  laws  that  are  passed.  I  more 
times  than  the  chairman  vote  no.  That's  doesn't  mean  anything.  All 
that  means  is  that  I  don't  agree  at  that  date,  but  that  doesn't  mean 
that  I  have  to  do  a  service  to  my  constituents  and  get  it  through. 

So  hopefully  we  can  get  something  like  that  accomplished,  Mr. 
Chairman. 

Mr.  English.  Thank  you  very  much. 

Mr.  Minge. 

Mr.  Minge.  Thank  you,  Mr.  Chairman.  I  have  a  series  of  things 
that  I'd  like  to  ask  about.  First,  I  would  like  to  have  your  assess- 
ment as  to  whether  or  not  the  $250,000  limit  is  too  low  and  pre- 
cludes the  program  from  assisting  farmers  to  establish  a  scale  of 
operation  which  would  enable  them  to  be  self-supporting  full-time 
farmers. 

Mr.  Nash.  I  think  that  for  the  most  part  the  $250,000  is  appro- 
priate. I  think  about  the  Southeastern  United  States,  where  the 
price  of  land  in  a  lot  of  places  is  somewhere  between  $800  and 
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$1,000  an  acre,  and  if  our  goal  is  to  help  small  family  farmers  as 
opposed  to  large  operations,  I  think  that  that  might  be  sufficient. 
You  get  in  other  parts  of  the  country  where  the  cost  of  land  gets 
up  to  twice  that  much,  then  you're  down  to  100  or  so  acres,  and 
you  might  have  a  problem.  But  I  think  in  most  cases  that's  OK  for 
the  target  audience  I  understand  we're  trying  to  hit. 

Mr.  MiNGE.  Well,  let  me  just  make  a  brief  statement  in  that  re- 
gard. In  the  area  of  Minnesota  that  I  represent,  much  of  the  land 
is  now  selling  for  $1,500  an  acre.  If  you  go  slightly  south  into  Iowa, 
$2,000  an  acre  and  higher.  So  as  a  consequence,  even  to  have  a 
quarter  section  of  land,  which  is  a  minimal  size  farm,  is  out  of 
reach  of  the  program.  No.  1.  No.  2,  the  tjqjical  size  farms  in  these 
areas  is  now  running  480  to  640  acres,  and  so  there  has  to  be  a 
very  substantial  amount  of  rented  land,  which  is  not  bad,  but  it 
just  indicates  the  scale  of  the  operation. 

Even  more  of  a  concern  is  the  fact  that  many  young  farmers  find 
that  the  most  remunerative-type  of  farming  to  be  in  at  the  outset 
is  livestock,  and  this  now  requires  that  they  contract  and  perhaps 
have  a  feeding  facility,  and  those  facilities  are  fairly  expensive  to 
either  purchase  or  to  construct. 

Would  you  see  that  this  limit  could  be  revisited,  or  could  you  give 
us  your  recommendations  based  on  what  you  find  in  the  field  oper- 
ation as  to  whether  or  not,  just  taking  a  small  parcel  of  40  acres 
and  the  facility,  this  $250,000  limit  is  adequate  to  allow  a  farmer 
to  even  have  a  building  site  and  a  livestock  operation? 

Mr.  Nash.  Congressman,  yes,  I  think  it  could  and  should  be  re- 
visited again  because  of  the  disparity  and  the  difference  in  the 
country.  I'm  not  familiar  with  the  figures  you  just  gave,  but  I  think 
those  give  me  cause  to  say  we  ought  to  revisit  it.  I  think  too  many 
times  we  take  one  program  and  apply  it  all  across  the  country.  I've 
been  arguing  in  several  sessions  about  taking  urban  solutions  and 
applying  them  to  rural  problems,  and  I  think  this  may  be  another 
example.  Maybe  we  ought  to  try  to  take  into  consideration  the  dif- 
ference in  the  type  of  farm  operations,  depending  upon  the  part  of 
the  country,  and  we  ought  to  revisit  it. 

Mr.  MiNGE.  I'm  not  suggesting  that  this  program  should  enable 
one  to  finance  the  purchase  of  a  section  of  land  in  a  prime  agricul- 
tural area,  but  instead  a  minimal  operation,  perhaps  including  live- 
stock, that  would  be  enough  to  support  a  family,  looking  perhaps 
at  the  livestock  end  of  it  even  more  so. 

Second,  I'd  like  to  shift  to  an  area  of  your  comments  that  is  not 
directly  concerned  with  this  regulation,  but  is  very  important  to 
many  farmers,  including  new  farmers,  and  that  has  to  do  with  the 
certified  lender  program.  As  I  read  the  statute,  there  is  both  a  cer- 
tified lender  program,  and  there  is  another  program  which  recog- 
nizes— I  want  to  get  my  terminology  straight — preferred  certified 
lender  program.  I  have  talked  with  many  people  in  Farm  Credit 
Service  and  in  commercial  banks,  and  they  estimate  it  takes  40 
hours  to  go  through  an  FmHA  guarantee,  and  half  of  that  is  loan 
officer  time  and  half  of  that  is  staff  assistant  time.  They  say  that 
this  is  about  $1,000  at  a  minimum,  and  they  don't  know  even  if 
they're  going  to  receive  a  guarantee  then.  It  makes  it  expensive  for 
them  to  participate  in  the  guarantee  program. 
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If  I  may  just  have  another  moment,  Mr.  Chairman,  I'm  con- 
cerned that  the  preferred  certified  lender  program  will  get  bogged 
down  and  local  FmHA  offices  saying,  "We'd  like  to  have  a  little  ad- 
ditional information  on  this  particular  file,"  and  this  will  make  it 
even  more  expensive,  and  we'll  have  commercial  banks  which  are 
simply  unwilling  to  participate  in  the  guaranteed  loan  program. 
Could  we  have  some  assurance  that  you  will  direct  the  State  offices 
to  only  request  additional  information  in  the  preferred  certified 
lender  program  in  the  most  necessary  situations  rather  than  using 
this  in  any  way  as  a  routine  request? 

Mr.  Nash.  Yes,  Congressman,  I  will  do  that.  What  you're  saying 
is,  "Let's  don't  ask  for  anything  just  because  we  can.  Only  ask  for 
the  information  if  we  need  it."  When  you  say  "routine,"  you  mean 
ask  it  just  because  we're  supposed  to  and  it  doesn't  matter  about 
the  application? 

Mr.  MiNGE.  Well,  what  I'm  concerned  about — and  I'd  direct  your 
attention  to  the  regulations  that  were  published  in  the  Federal 
Register  on  June  24.  There's  a  statement  that's  a  part  of — let  me 
get  the  citation  correct — section  1980.190,  subdivision  (d)(3).  This  is 
found  on  page  34,341.  It  reads  as  follows:  "FmHA  may,  on  a  case- 
by-case  basis,  request  additional  information  from  the  certified 
lender  program  lender  or  review,"  and  it  continues  on  to  indicate 
that  on  a  case-by-case  basis  the  county  office  or  local  office  may 
make  this  request. 

I  don't  deny  that  on  a  case-by-case  basis  maybe  an  inquiry  is 
only  prudent,  because  after  all,  this  is  the  Federal  Government's 
money  that  we're  pajdng  with  or  talking  about.  But  I  wish  to  make 
sure  that  the  county  offices  do  not  use  this,  then,  as  a  way  to  cover 
any  concern  that  they  have  on  a  more  routine  basis  for  additional 
information  to  impose  yet  additional  paperwork  requirements. 

I  had  this  particular  provision  called  to  my  attention  by  commer- 
cial bankers  and  Farm  Credit  Service  officers  who  were  very  wor- 
ried that  this  was  going  to  complicate  their  ability  to  work  with 
what  otherwise  ought  to  be  a  very  efficient  program. 

Mr.  Nash.  I'm  a  strong  supporter  of  the  private  sector,  particu- 
larly commercial  lending  sector,  working  in  partnership  with  Fed- 
eral programs.  I  think  we  can  deliver  a  better,  more  efficient  serv- 
ice that  way.  I  know  that  bankers,  commercial  lenders,  get  bent  out 
of  shape  because  of  all  the  things  that  we  ask  them  for  in  the  Fed- 
eral Grovernment,  and  I  think  we  ask  them  for  too  much.  We  also, 
though,  have  a  responsibility  to  protect  the  public's  interest  and 
meet  our  fiduciary  responsibility.  Oftentimes,  as  bureaucrats,  we 
kind  of  get  out  of  kilter  on  that  and  we  go  overboard. 

But  what  I  will  assure  you  is  that  we  will  communicate  to  all  of 
our  field  administrators  that  they  should  pay  careful  attention  not 
to  ask  for  anything  that  is  not  absolutely  necessary,  and  they 
should,  if  it's  a  call,  go  in  the  other  direction.  I'm  not  saying  give 
up  our  fiduciary  responsibility,  but  they  ought  to  talk  to  lenders 
and  explain  to  lenders,  if  they  ask  them  for  something,  why  they 
want  it.  Not  just  say,  "Send  it  to  me  in  3  days,"  but  "Here's  why 
we  need  it." 

Mr.  MiNGE.  Right,  and  we're  talking  about  lenders  here  who 
have  tremendous  ag  lending  experience  and  with  the  FmHA  pro- 
grams. These  are  lenders  that  have  been  certified  and  are  preferred 
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lenders  and  are  ones  that  are  responsibly  making  loans  out  of  their 
own  assets  on  a  daily  basis. 

Mr.  Nash.  One  last  point.  At  a  national  training  video  conference 
throughout  all  of  our  county  offices  coming  up  in  October,  we  will 
make  that  point  during  that  video  conference. 

Mr.  MiNGE.  Thank  you.  I  appreciate  that. 

Mr.  English.  Mr.  Ewing. 

Mr.  Ewing.  Thank  you,  Mr.  Chairman.  Just  a  couple  of  questions 
to  Mr.  Nash. 

Is  the  limit  now  $250,000  on  the  loan?  What  is  the  limit  on  the 
loans  under  this  program? 

Mr.  Nash.  My  understanding,  Congressman,  is  that  it's  $250,000 
for  the  downpa5rment  program. 

Mr.  EwiNG.  That  is  just  for  the  downpayment  loan? 

Mr.  Nash.  Yes,  sir. 

Mr.  GUNDERSON.  Will  the  gentleman  yield? 

Mr.  EwiNG.  Yes,  I'll  be  glad  to  yield. 

Mr.  GuNDERSON.  That's  not  what  your  testimony  says.  Your  tes- 
timony says  that  in  order  for  Farmers  Home  to  provide  financing, 
the  purchase  price  or  appraisal  value,  whichever  is  lower,  cannot 
exceed  $250,000.  That's  the  purchase  price,  not  the  downpayment. 

Mr.  Nash.  That's  correct.  The  testimony  is  correct. 

Mr.  GUNDERSON.  OK 

Mr.  Ewing.  So  to  any  eligible  beginning  farmer,  we're  talking 
about  $250,000  as  the  amount  of  this  loan. 

Mr.  Nash.  No,  $75,000  is  the  maximum  amount. 

Mr.  Ewing.  Would  you  explain  that,  then? 

Mr.  Nash.  May  I  do  this?  Let  me  have  Mr.  Radintz  answer  this, 
please. 

Mr.  Radintz.  There's  a  limit  on  the  price  or  appraised  value  of 
the  farm,  as  Congressman  Gunderson  pointed  out,  of  $250,000.  The 
statute  then  restricts  Farmers  Home  to  loaning  not  more  than  30 
percent  of  $250,000,  which  would  in  effect  give  us  a  $75,000  loan 
limit  for  a  loan  made  under  this  program. 

Mr.  Ewing.  That  would  be  tied  in,  though,  with — a  loan  could  be 
tied  in  with  the  further  financing  of  the  total  purchase. 

Mr.  Radintz.  We  could  place  a  guarantee  on  the  remaining  60 
percent  if  it  was  financed  by  a  financial  institution.  If,  say,  a  seller 
could  finance  it,  we  can't  provide  a  guarantee  to  private  individ- 
uals. And,  of  course,  it  contemplates  that  the  beginning  farmer 
would  have  10  percent  of  that  price  to  put  down  himself  or  herself. 

Mr.  Ewing.  Coming  from  the  Midwest,  where  some  of  our  land 
values  are  now  over  $2,000  an  acre,  this  amount  doesn't  buy  much 
of  a  farm.  But  are  they  restricted,  though — ^what  I'm  trying  to  get 
at  is,  if  they  participate  in  this  program,  are  they  restricted  to  a 
$250,000  operation  with  the  loan  of  35  percent  and  the  guarantee 
of  the  other 

Mr.  Radintz.  The  purchase  of  the  real  estate  would  be  restricted 
to  $250,000  through  this  transaction.  They're  not  capped  at  that. 
If  they  had  the  resources  to  make  some  other  purchase  of  another 
piece  of  property  that  didn't  require  use  of  the  program,  that  could 
happen. 
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Mr.  EwiNG.  So  if  they  could  finance  the  balance  of  a  160-acre 
farm  outside  of  that  and  then  access  this  program,  they  could  be 
worked  together. 

Mr.  RADI^^^z.  That's  possible,  yes.  Not  as  part  of  the  same  trans- 
action. I  guess  what  I  had  in  mind  was  buying  tract  A  through  the 
program  and  buying  tract  B  through  some  other  means. 

Mr.  EwiNG.  Privately. 

Mr.  Radintz.  Right.  But  there's  nothing  that  says  their  operation 
has  to  fit  within  the  $250,000  pigeon  hole. 

Mr.  EwiNG.  And  is  that  $250,000  amount  set  in  statute  or 
through  regulation? 

Mr.  Radintz.  It  is  set  in  statute. 

Mr.  EwiNG.  So  you're  just  working  with  the  regulations  to  imple- 
ment that  amount. 

Mr.  Radintz.  Yes,  sir;  that's  correct. 

Mr.  EwiNG.  Mr.  Nash,  you  look  like  you  wanted  to  comment. 

Mr.  Nash.  Yes,  I  did.  I'll  tell  you  the  question  I  was  concerned 
about.  Knowing  part  of  the  provision,  there's  a  limitation  on  acquir- 
ing farms  that  are  no  larger  than  15  percent  of  the  median  size 
farm  in  the  county.  I  do  not  know  the  answer  to  whether  the  per- 
son can  put  money  in  with  the  $250,000. 

Mr.  Radintz.  No,  sir.  That's  a  requirement  to  get  in  the  front 
door. 

Mr.  Nash.  That's  what  I  wanted  to  ask  my  associate. 

Mr.  EwiNG.  Thank  you.  I  could  not  add  a  lot  to  what  my  col- 
leagues here  have  already  brought  up,  but  certainly  I  think  it's  im- 
perative, if  the  program's  going  to  be  useful,  to  get  the  regulations 
up  and  running.  If  we  were  dealing  with  young  farmers,  they  might 
all  be  too  old  to  qualify  by  the  time  we  get  it.  I  guess  it's  beginning 
farmers  and  not  just  young  farmers. 

Thank  you. 

Mr.  English.  Thank  you  very  much. 

Ms.  McKinney. 

Ms.  McKinney.  Thank  you,  Mr.  Chairman.  I  hope  that  my  ques- 
tions won't  be  repetitive,  since  I  had  to  get  up  and  leave  for  a  mo- 
ment. 

Back  in  a  district,  I  had  a  woman  approach  me  who  had  worked 
and  managed  her  husband's  farm  for  9  years,  and  when  she  went 
to  take  out  a  Grovemment  loan  so  she  could  begin  her  own  farm 
operation,  she  was  told  that  she  didn't  have  enough  farm  experi- 
ence. What  kinds  of  assurances  are  in  this  act  that  would  make 
sure  that  this  woman  and  other  women  like  her  can  own  and  oper- 
ate a  farm? 

Mr.  Nash.  Congress  woman,  may  I  have  Jim  Radintz  respond  to 
that? 

Ms.  McKinney.  Yes. 

Mr.  Nash.  Thank  you. 

Mr.  Radintz.  The  act  requires  the  person  appljdng  to  have  the 
training  and  experience  necessary  to  carry  out  the  operation  they 
propose,  and  that's  basically  the  way  we've  shaped  the  regulations. 
The  county  committee,  which  consists  of  three  people — ^two  elected 
by  the  farmers  in  the  county  and  one  appointed  by  the  Farmers 
Home  State  director — makes  that  decision  as  to  whether  or  not 
that  person  meets  the  requirement.  They  look  basically  to  see  what 
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kind  of  farming  experience  the  person  has  had  and  what  kind  of 
training,  and  based  on  their  knowledge  and  experience  in  the  agri- 
cultural industry,  they  make  that  determination. 

I  don't  know  how  much  more  I  can  give  you  in  the  way  of  assur- 
ances, because  each  and  every  case  is  very  different,  and  what 
might  be  adequate  training  or  experience  for  one  person  might  not 
be  for  another.  In  the  context  of  our  existing  programs,  1  certainly 
would  believe  that  a  person  with  9  years  of  experience  working  and 
helping  manage  a  farm  would  meet  those  eligibility  criteria.  I  think 
that's  certainly  the  guidance  we  would  give  from  a  programmatic 
standpoint. 

Mr.  Nash.  Congress  woman,  was  this  lady  actually  engaged  in 
farming? 

Ms.  McKlNNEY.  Yes.  She  managed  and  operated  her  husband's 
farm. 

Mr.  Nash.  I  also  do  not  understand.  I  would  be  happy  to  look 
into  that  case  specifically,  if  you  would  desire,  because  it  doesn't 
sound  right. 

Ms.  McKlNNEY.  Is  the  recommendation  that  you  make  that  the 
act  requires  a  county  committee  to  have  "education  and  experi- 
ence," to  change  that  to  "or,"  would  that  resolve  that  kind  of  a  situ- 
ation? 

Mr.  Nash.  Let  me  say  this.  As  I  understand,  I  think  it's  statutory 
where  it  says  "experience  smd  education." 

Ms.  McKlNNEY.  Yes. 

Mr.  Nash.  The  existing  program  says  "education  or  experience." 
So  we  have  to  look  at  both  of  those  now  under  this  program.  It 
would  be  easier  if  we  had  the  flexibility  to  use  one  or  the  other. 

Mr.  English.  Would  the  gentlelady  yield  on  that  point? 

Ms.  McKlNNEY.  Yes. 

Mr.  English.  I  appreciate  that,  because  you  brought  this  up  be- 
fore, Mr.  Nash,  and  we're  talking  about  "education  and  experience," 
the  combination  that  would  provide  the  likelihood  or  good  chance 
of  success.  If  I  remember  correctly,  that's  the  way  that  the  lan- 
guage is  written.  To  the  contrary,  it  would  appear  to  me  if  you're 
talking  about  "education  or  experience,"  I'm  not  sure  I  understand 
what  that  provides  that  "education  and  experience"  does  not. 
Where  is  the  limitation? 

Mr.  Nash.  For  an  example,  if  you  had  a  person  who  has  been 
farming  for — say  they  had  a  fourth  grade  education,  but  they  had 
enough  farming  experience  not  where  you  go  over  the  maximum, 
but  you  only  have  a  fourth  grade  education,  then  you  might  not 
qualify 

Mr.  English.  Now,  wait  a  minute.  On  your  provision,  if  it's  "or," 
you're  saying,  then,  that  you've  either  got  to  have  an  education 
which  gives  you  a  degree  in  agriculture,  with  zero  experience,  or 
you've  got  to  have  a  situation  with  someone — well,  I  would  hope 
you  wouldn't  get  it  down  to  the  point  where  they  had  absolutely  no 
education.  I  think  you've  got  to  know  how  to  read,  write,  add  and 
subtract  to  be  successful  in  farming,  don't  you? 

Mr.  Nash.  Yes,  sir. 

Mr.  English.  Would  you  suggest  that  someone  go  into  this  risky 
business  that  couldn't  do  that? 

Mr.  Nash.  No,  sir. 
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Mr.  English.  So  you're  saying  they've  got  to  have  some  edu- 
cation, right? 

Ms.  McKlNNEY.  Mr.  Chairman,  I'd  Hke  to  reclaim  my  time. 

Mr.  English.  Certainly.  Gro  ahead,  and  I'll  follow  this  up,  then, 
whenever  you  get  through. 

Ms.  McKlNNEY.  I  think,  though,  that  by  changing  the  "and"  to 
"or,"  it  would  certainly  make  it  more  available  to  people  such  as 
this  woman  who  wants  to  start  a  farm  on  her  own,  in  her  own 
name,  who  has  all  of  this  experience,  but  it  wasn't  counted  for 
whatever  reason.  We  will  get  with  you  on  that. 

Second,  as  I  have  experienced  in  the  Georgia  General  Assembly, 
when  we  have  opportunities  that  are  being  made  that  want  to  be 
inclusive  for  opportunity,  and  the  opportunities  are  made  for 
women  and  blacks  together,  that  there  has  been  a  diminution  of 
black  participation  in  favor  of  white  female  participation,  and  I'm 
concerned  that  by  lumping  the  two  groups  together,  we  don't  pro- 
vide enough  safeguards  for  our  racial  and  ethnic  minorities.  So  I 
want  to  know,  what  assurances  are  there  in  this  act  that  safeguard 
the  participation  of  white  females  and  at  the  same  time  safeguard 
the  participation  of  our  ethnic  and  racial  minorities? 

Mr.  Nash.  Congresswoman,  the  commitment  that  I  think  is  there 
is  Secretary  Espy's  overall  commitment  to  diversity,  which  includes 
women  and  racial  minorities.  I  do  know  from  experience  with  sev- 
eral incidents,  whether  they  be  State  or  Federal  programs,  where 
what  you  just  described  has  in  fact  happened.  You're  absolutely 
correct.  I  would  say  that  Secretary  Espy  is  committed  to  broad- 
based  diversity  and  not  a  program  that  favors  one  group  at  the  ex- 
pense of  the  other.  That's  the  commitment  I  think  that  you  have. 

Ms.  McKlNNEY.  So  there's  nothing  really  in  the  act,  though,  that 
protects  both  of  the  groups,  or  is  there? 

Mr.  Nash.  Well,  there  is  something  specific.  We  have  separate 
targeted  funds  into  the  SDA  gender  and  the  SDA  ethnic  funds,  so 
that  the  two  funds  are  in  fact  different,  in  addition  to  the  commit- 
ment I  described. 

Ms.  McKlNNEY.  That's  good. 

Thank  you,  Mr.  Chairman. 

Mr.  English.  Thank  you  very  much,  Ms.  McKinney. 

I'd  like  to  continue  to  follow  up  on  this  question  of  "or"  and 
"and." 

Mr.  Nash.  Yes,  sir. 

Mr.  English.  "And"  would  seem  to  me  to  imply — and  certainly 
it  was  the  intent,  if  you're  looking  for  any  legislative  history  with 
regard  to  this,  the  intent  of  the  combination  of  two,  not  to  the  ex- 
clusion or  the  sole  use  of  one  over  the  other,  and  the  whole  purpose 
of  using  the  word  "and"  and  the  combination — the  lady  Ms.  McKin- 
ney was  talking  about,  obviously  if  it  felt  that  she  has  the  back- 
ground to  be  able  to,  whether  it's  experience,  education,  whether 
it's  a  combination  of  the  two — it  may  be  very  high  on  education, 
very  low  on  experience;  it  may  be  very  high  on  experience,  very  low 
on  education — the  combination  of  the  two  that  would  provide  the 
Farmers  Home  Administration  with  the  assurance  that  this  indi- 
vidual has  a  good  chance  of  success. 

Success  is  the  key  here,  and  I  think  that's  what  we  would  all  be 
looking  for,  is  that  these  decisions  be  based  on  the  question  of 
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whether  in  fact  we  are  looking  at  a  person  that  has  a  good  chance 
of  success  as  opposed  to  just  somebody  v/ho  walks  in  the  door  who 


Ms.  McKlNNEY.  If  the  gentleman  would  yield. 

Mr.  English.  I'd  be  happy  to  yield. 

Ms.  McKlNNEY.  The  problem  with  that,  though,  is  that  it  dimin- 
ishes the  opportunity  for  discretion,  and  up  here  we  can  say  that 
we  must  have  education  and  experience,  and  down  there  where  the 
people  are  perhaps  what  that  does  is  erect  one  more  barrier  to  the 
kind  of  participation  that  we're  looking  for. 

Mr.  English.  I  fail  to  understand  v/hat  the  gentlelady  is  talking 
about  due  to  the  fact  that  if  we  are  looking,  and  this  is  the  purpose 
of  the  legislation,  for  people  who  have  a  likelihood  of  being  success- 
fill  in  what  is  a  very  risky  business,  that's  the  criteria  that's  mak- 
ing that  determination.  Whatever  combination  of  background  that 
provides  that  opportunitj?^  I  think  is  something — and  certainly 
that's  what  the  intent  of  the  legislation  is. 

Ms.  McKlNNEY.  Mr.  Chairman,  the  problem  is  that  when  we  try 
and  give  opportunities  to  socially  disadvantaged  or  those  who  have 
not  had  opportunities  in  the  past,  the  problem  is  that  they  have 
not  been  given  those  opportunities,  and  what  we  want  to  do  is  to 
open  up  opportunities,  and  that  one  word  closes  off  that  kind  of  dis- 
cretion to  open  up  opportunities  sometimes  to  people  that  we  know 
can  be  successful  but  that  don't  fit  that  particular  criteria. 

Mr.  English.  I'm  having  trouble  understanding  how  anyone  who 
has  neither  knowledge  nor  experience  going  into  the  high-risk  busi- 
ness of  agriculture  would  have  any  opportunity  to  be  successful. 

The  point  that  I  would  make  is  that  we're  dealing  here  with 
what  are  very  limited  resources.  We're  not  likely  to  see  any  in- 
creases in  resources.  I  don't  know  if  this  administration  is  suggest- 
ing any  substantial  increases  in  Farmers  Home  funding.  I  don't  be- 
lieve I  recall  any  proposals  along  those  lines.  Given  that  fact,  we 
have  found  certainly  in  the  past  decade  or  so  that  we're  not  doing 
people  any  favors  by  encouraging  them  to  get  into  a  business  where 
they're  doomed  to  failure. 

Ms.  McKlNNEY.  I  understand  that,  Mr.  Chairman,  but  you've  re- 
duced the  argument  down  to  the  extreme,  and  we're  not  talking 
about  extreme  instances.  We're  talking  about  those  people  on  the 
margin,  those  people  who  do  have  an  opportunity,  who  might  just 
have  an  opportunity,  that  don't  fit  the  "and"  but  who  could  fit  the 
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Mr.  English.  Explain  to  me  how  they  could  not  fit  the  "and"  but 
fit  the  "or."  Explain  to  me  an  individual  who  would  fall  into  that 
category. 

Ms.  McKlNNEY.  Well,  my  particular  constituent  that  we're  going 
to  try  and  help  certainly  seems  to  me  to  be  one  of  those  persons 
who  fits  the  "or"  but  not  the  "and." 

Mr.  English.  OK  Well,  let  me  ask  you,  then,  this  particular  in- 
dividual that  you're  speaking  of  has  9  years  of  experience  in  agri- 
culture. Is  that  correct? 

Ms.  McKlNNEY.  Yes,  sir. 

Mr.  English.  Does  this  particular  person  have  any  education  at 
all? 
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Ms.  McKlNNEY.  Most  people  have  some  education,  Mr.  Chair- 
man. 

Mr.  English.  Well,  that's  exactly  what  I'm  speaking  of.  That's 
the  combination.  Now,  with  any  person  who  has  9  years  of  experi- 
ence in  agriculture,  as  Mr.  Nash  just  pointed  out,  obviously  it's 
someone  who  has  background,  who  has  the  experience.  It  is  exactly 
the  criteria  that  we're  talking  about. 

Ms.  McKlNNEY.  So  what  you're  sajdng,  Mr.  Chairman,  is  that 
education  and  experience — is  the  level  of  education  specified  or  the 
amount  of  education  or  the  type  of  education? 

Mr.  Nash.  The  level  of  education  is  not  specified.  The  type  of 
education  may  be  related  to  agricultural  training. 

Mr.  English.  I  don't  believe  so,  Mr.  Nash.  There  is  no  restriction 
talking  about  the  kind  of  education,  if  I  remember  correctly. 

Mr.  Nash.  Just  general  education. 

Ms.  McKlNNEY.  General  education? 

Mr.  Nash.  Yes,  but  no  level. 

Mr.  English.  No  level  of  education.  Let  me  also  further  read 
here  from  the  law.  It  says:  "During  the  5-year  period  ending  with 
the  submission  of  a  plan,  a  proposal,  the  applicant  has  had  suffi- 
cient education  and  experience — combination — to  indicate  that  the 
applicant  is  able  to  conduct  a  successful  farming  or  ranching  oper- 
ation, as  the  case  may  be." 

So  the  point  that  we're  making  here  to  the — and  I  was  having 
a  little  trouble  when  he  made  reference  to  this  earlier.  The  objec- 
tive here  is  the  combination.  This  particular  individual  you're  talk- 
ing about  who  has  9  years  of  experience  obviously  falls  into  the  cat- 
egory of  someone  who  has  the  kind  of  background  that  would  give 
us  reason  to  believe  she  knows  what  she's  getting  into  and,  as  a 
result  of  that  experience,  most  likely  would  be  a  good  candidate  for 
this  program. 

Now,  I  would  suggest,  as  you're  going  through  her  scenario,  the 
only  thing  that  may  keep  her  from  being  a  beginning  farmer  is  she 
may  not  be  a  beginning  farmer.  I'm  not  sure  how  her  situation  is 
from  the  standpoint  of  if  it  was  her  husband's  farm,  whether  they 
had  it  jointly,  I  don't  know  whether  the  Farmers  Home  Administra- 
tion, Department  of  Agriculture,  is  going  to  look  at  that  as  "Well, 
they  owned  it  together,  and,  therefore,  she's  already  in  the  owner- 
ship, and  she's  past  a  beginning  farmer  criteria." 

Ms.  McKlNNEY.  She  said  that  it  was  in  her  husband's  name,  but 
what  I  would  do  is  get  together  with  you  so  that  we  can  go  over 
this  particular  case. 

Mr.  English.  I  think  that  she  may  very  well  fit  the  criteria  that 
we're  talking  about  under  this  program. 

Let  me  also  hit  one  other  thing,  Mr.  Nash,  too,  I  wanted  to  stress 
a  little  bit.  You  hit  another  point  that  I  think  we  need  to  clarify 
a  little  bit.  While  from  the  standpoint  of  the  law — we  have  county 
committees,  and  we  have  from  time  to  time  not  had  county  commit- 
tees, but  we  have  county  committees,  and  while  under  the  provi- 
sions of  the  law  the  county  committee  may  review  the  application 
and  they  may  have  the  power,  if  they  wish  to  exercise  it,  to  say 
no  to  an  applicant,  the  practical  application  of  what  is  happening 
in  the  Farmers  Home  Administration,  that  isn't  the  way  it  works. 
The  guy,  from  a  practical  standpoint,  who  makes  the  decision  of 
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whether  an  appHcgmt  does  or  does  not  get  approved  for  a  loan  is 
the  county  supervisor,  and  what  you  find  is  the  county  committee, 
99  and  nine-tenths  of  the  time  all  across  this  country,  is  going  to 
be  approving  whatever  that  county  supervisor  recommends. 

So  in  point  of  fact,  I  think  it  may  be  a  little  bit  misleading  when 
you  responded  to  Ms.  McKinney  that  this  is  somehow  a  county 
committee  down  here  that  is  deciding  that  this  lady  shouldn't  do 
it.  I  would  suggest  most  likely  they  took  that  action  at  the  rec- 
ommendation of  the  county  supervisor,  which,  again,  is  going  to 
bring  it  right  back  to  the  Department  of  Agriculture  in  determining 
what  the  policy  is  and  making  sure  that  the  county  supervisor  in 
fact  is  following  the  law  and  the  policy  of  the  Department. 

I  would  also  suggest  that  this  is  an  area  that  we  need  to  look 
at  very  closely.  I'm  a  big  believer  in  oversight,  and  I  think,  as  Ms. 
McKinney  pointed  out,  this  may  be  an  area  we  want  to  do  a  little 
more  oversight  in.  But  the  fact  of  the  matter  is  many  times  we  will 
have  what  may  be  the  policy  of  the  Secretary — in  this  case.  Sec- 
retary Espy — this  is  his  policy  and  the  way  he  wants  things  imple- 
mented. That  doesn't  necessarily  mean  it's  going  to  be  done  that 
way  down  there  at  the  county  office,  and  I  would  suggest  to  you 
it  is  not  the  county  committee  that's  preventing  that  policy  from 
being  implemented,  but  instead  you've  got  county  supervisors  down 
there  who  have  been  there  since  I  don't  know  how  long  and  many 
times  have  moved  around  the  State.  Some  are  a  lot  better  than 
others.  Some  are  very  good;  some  are  not  so  good.  That's  been  our 
experience.  We've  been  through  hearing  after  hearing  in  this  sub- 
committee over  this  very  issue. 

So  the  issue,  I  think,  in  Ms.  McKinney's  particular  situation  of 
her  constituent,  assuming  this  constituent  does  meet  the  require- 
ments of  the  law  as  it's  laid  out  and  she  doesn't  get  into  the  experi- 
ence thing,  as  to  whether  she  can  come  in  and  be  a  beginning  farm- 
er, she  may  be  an  excellent  candidate  who  got  turned  down  not  be- 
cause of  a  county  committee,  but  because  you've  got  a  county  su- 
pervisor down  there  who  just  said,  'That  ain't  the  way  we've  done 
it  in  the  past." 

So  I'm  hopeful  that  you  will  stress  very  strongly  the  policy  that 
in  fact  the  Department  of  Agriculture  is  going  to  obey  the  law,  that 
the  Department  of  Agriculture  as  going  to  carry  out  the  law  as  it 
was  written,  and  if  anybody's  got  any  ideas  about  how  to  change 
the  law,  we  have  a  channel  in  which  we  can  move  that  information 
to  Washington,  and  you,  Mr.  Nash,  and  the  Secretary  will  be  mak- 
ing proposals  to  the  Congress  as  to  how  you  think  it  ought  to  be 
changed. 

A  lot  of  whether  or  not  these  laws  are  going  to  be  effective  in 
dealing  with  the  situations  Ms.  McKinney's  got  and  others  have,  I 
have  in  my  district  and  everybody  has  throughout  this  country,  is 
whether  or  not  you're  going  to  be  successful  in  getting  those  county 
supervisors  to  carry  out  the  Secretary's  policy.  I  want  to  make  a 
commitment  to  you  that  this  subcommittee — myself,  and  I  think  I 
can  speak  for  other  members  of  this  subcommittee — ^will  commit  to 
you  we  will  do  our  best  to  help  support  you  in  our  congressional 
districts  in  making  sure  that  that  policy  is  carried  out. 

Mr.  Nash.  Well,  let  me  say  this,  Congresswoman  McKinney  and 
Chairman  English.  We  fully  intend  for  the  Secretary's  policies  to  be 
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carried  out  from  Washington  down  to  the  county  level.  I  realize 
that's  easier  said  than  done,  and  I  realize  that  in  the  past  they 
may  not  have  been,  but  he's  serious  about  it. 

If  I  can  refer  back  again  to  some  of  the  comments  that  Vice 
President  Gore  made.  He  talked  about  changing  personnel  rules 
and  regulations  to  make  it  easier  for  us  to  manage,  and  we've 
taken  some  actions  to  date.  Administrator  Longino  has  imple- 
mented changes  as  it  relates  to  county  offices  that  haven't  been  fol- 
lowing directions  of  USDA,  we  plan  to  continue  that. 

As  it  relates  to  this  particular  point,  we're  going  to  follow  the 
law.  The  law  says  "education  and  experience."  But  what  we  won't 
do  is  go  out  and  require  somebody  to  have  a  Ph.D.  plus  5  years  of 
experience  in  farming.  I  know  it's  not  meant  that  way,  but  I'm  say- 
ing we're  going  to  make  sure  that  that's  not  applied  at  the  local 
level.  I  know  you  don't  mean  that. 

Mr.  English.  But  this  is  what  I'm  troubled  a  little  bit  about.  I'm 
troubled  by  the  fact  that  you've  got  somebody  down  there  evidently 
that's  reading  that  into  this  thing.  There  isn't  a  word  in  there  that 
says  anything  about  that  kind  of  an  interpretation,  but  whenever 
you  come  up  and  say,  "Well,  we've  got  a  problem  with  having  edu- 
cation or,"  I  don't  understand,  I  guess,  whoever's  writing  rules  and 
regulations  down  there  or  looking  at  this  stuff  from  a  legal  stand- 
point, why  in  the  world  it  says  "and"  and  there's  not  enough  experi- 
ence and  education  to  lead  us  to  think  they're  going  to  be  success- 
ful. That's  all  we're  saying. 

So  if  you  all  have  any  other  problems  like  that  from  an  interpre- 
tation standpoint,  instead  of  just  assuming  that  somehow  that 
erects  some  kind  of  a  roadblock,  you've  got  a  lawyer  down  there 
that's  got  a  problem — I'm  not  a  lawyer  myself,  but  we'll  be  happy 
to  go  through  and  clarify  in  any  way  and  make  sure.  Because  what 
we're  looking  for  here,  the  intent  is  success.  We  don't  want  to  mis- 
lead people  and  urge  them — ^give  them  opportunities  to  go  off  in  a 
high-risk  business  and  they  don't  know  a  blooming  thing  about 
what  they're  getting  into. 

Mr.  Nash.  Absolutely. 

Mr.  English.  But  if  you've  got  somebody  who  has  that  combina- 
tion, who  leads  us  to  believe  that  with  their  experience,  their  back- 
ground, education,  that  they  have  a  good  opportunity  to  be  success- 
ful, whether  they're  in  Ms.  McKinney's  district  or  my  district  or 
male  or  female,  we  want  to  give  them  that  chance.  We'll  give  them 
that  chance,  and  that's  all  there  is  to  it. 

Ms.  McKlNNEY,  Mr.  Chairman,  I  would  just  like  to  say  one  more 
thing. 

Mr.  English.  Yes,  ma'am. 

Mr.  MiNGE.  Are  we  going  to  have  additional  time  to  go  back  and 
ask  questions  again? 

Mr.  English.  I  think  so.  Ms.  McKinney  and  I  have  about  got  this 
thrashed  out,  and  we'll  just  leave  the  rest  of  the  day  for  everybody 
else.  [Laughter.] 

Mr.  MiNGE.  My  concern  is  the  "and"  or  "or"  distinction  is  really 
one  that  we  probably  have 

Mr.  English.  You  think  we've  beat  that  one  to  death? 

Mr.  MiNGE.  We've  pretty  well  beat  that  to  death. 

Mr.  English.  All  right.  [Laughter.] 
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Ms.  McKinney. 

Ms.  McKinney.  Just  one  final  thing,  and  that  is,  when  it  comes 
to  our  county  supervisors,  I've  got  something  I  want  to  talk  to  you 
about,  just  about  making  sure  that  they  do  exactly  what  they're 
supposed  to  do. 

Mr.  Nash.  I  understand. 

Mr.  English.  Mr.  Barrett. 

Mr.  Barrett.  I  know  the  hour's  late,  Mr.  Chairman.  Thank  you. 

Because  I  have  a  burr  under  my  saddle  about  short,  simplified 
application  forms,  Mr.  Radintz,  a  very  direct  question  again.  Was 
the  banking  community  consulted,  the  farming  community  con- 
sulted? This  is  not  a  short,  simplified  appUcation,  in  my  opinion. 

Mr.  Nash.  Yes,  sir;  they  were  consulted.  I'm  not  implying  that 
they  like  it,  but  they  were  consulted. 

Mr.  Barrett.  But  their  advice  was  not  taken  seriously,  appar- 
ently. 

Mr.  Nash.  No,  sir.  Their  advice  was  taken  seriously.  Obviously, 
based  on  the  comments  you've  been  getting,  the  ones  you're  talking 
to  are  not  satisfied  with  that  form. 

May  I  make  one  other  point  about  that?  Mr.  Radintz  was  making 
the  point  a  few  minutes  ago.  Anything  that  is  required  by  the 
law — and,  incidentally,  someone  asked  us  for  information  on  the 
difference  between  what's  required  by  law  and  what's  not  in  the 
application.  Did  you  say  you  wanted  that  during  this  hearing? 

Mr.  Barrett.  It  was  the  chairman,  I  believe,  who  requested  that. 
I  believe  that  the  chairman  requested  that  information,  Mr.  Nash. 

Mr.  Nash.  The  question  is,  on  the  application  form,  you  asked 
the  question  about 

Mr.  English.  How  many  pages  do  we  have  that's  required  by  the 
Congress? 

Mr.  Nash.  That's  right,  and  you  wanted  that 

Mr.  English.  If  you  can  give  us  a  ballpark  number,  you  can  ad- 
just that  for  the  record  if  it  turns  out  that's  not  quite  right.  But 
out  of  the  11  pages,  I  was  just  curious  if  you  could  give  us  a  pretty 
good  idea  of  the  items  that  are  required,  the  information  that's  re- 
quired on  there,  how  many  pages  come  out  of  Congress. 

Mr.  Nash.  Five  pages  are  required  by  law. 

Mr.  English.  So  five  are  our  fault  and  six  are  your  fault.  [Laugh- 
ter.] 

Mr.  Nash.  It  sounds  like  it. 

Mr.  English.  I  think  we  all  may  want  to  review  that  and  see  if 
we  can  kind  of  boil  that  down  a  little  on  both  sides  and  see  what 
we  can  do. 

Mr.  Barrett.  Again,  it  seems  that  the  banker  ought  to  be  able 
to  make  that  small  loan  with  less  paperwork  and  less  redtape  so 
the  farmer  could  get  in  and  get  out  quickly. 

Thank  you,  Mr.  Chairman. 

Mr.  English.  We  may  have  to  talk  to  some  of  our  sister  commit- 
tees on  that. 

Mr.  Minge. 

Mr.  Minge.  Thank  you.  I  have  some  other  questions. 

First,  I  have  a  concern  about  farmers  that  are  reentering  farmers 
and  are  attempting  to  qualify  under  this  program.  As  I  read  the 
statute  and  the  regulations  and  some  of  the  congressional  history, 
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I  think  there's  perhaps  going  to  be  some  sUppage  or  inconsistency. 
I  would  just  ask  you  to  review  very  carefully  the  regulation  to  de- 
termine how  you  count  the  years  intervening  in  the  years  of  experi- 
ence of  a  person  who's  returning  into  farming  as  opposed  to  one 
who  is  brand-new  and  has  not  been  in  farming  before. 

Mr.  Nash.  We  will  do  that. 

Mr.  MiNGE.  I  believe  that  the  interim  regulations  are,  by  and 
large,  silent  on  this  issue. 

Second,  there's  a  transition  issue  that  comes  up,  people  who  have 
been  in  the  program  and  now  there  are  regulations  and  there's  a 
new  statute,  and  how  many  more  years  can  they  continue  with  a 
guarantee  or  continue  with  direct  loans,  and  the  combination  of 
those  two.  I  believe  that  there's  a  possibility  that  people  who  have 
been  in  the  program,  say,  for  7  years  would  only  be  eligible  to  con- 
tinue for  another  5  years,  whereas  people  who  came  in  new  would 
qualify  for  a  total  of  15.  So  I  would  just  ask  that  you  review  the 
regulations  to  make  sure  that  the  transition  people  are  not  ad- 
versely affected. 

Next,  I'd  like  to  return  to  the  question  that  I  asked  before  about 
the  preferred  certified  lender  program.  I  would  just  like  to  empha- 
size that  what  I  see  as  important  is  to  eliminate  the  double  credit 
reviews  that  might  possibly  occur  so  that  we  are  using  this  pro- 
gram to  rely  on  the  preferred  certified  lender  and  saying,  "You  peo- 
ple are  big  boys,  and  if  you  do  not  administer  this,  you  will  not  be 
eligible  the  next  time  around."  But  that's  the  reason  we  have  it  this 
year. 

A  follow-up  consideration  there  has  to  do  with  the  dollar  limits 
of  the  guarantees.  I  would  just  be  interested  in  your  reaction  as  to 
whether  or  not  the  authorization  and  the  appropriation  for  the 
guarantee  level  in  the  Farmers  Home  Administration  is  adequate 
to  deal  with  the  demand  for  guarantees  that  you're  receiving  from 
ag  lenders.  This  does  not  just  deal  with  the  beginning  farmer  pro- 
gram, but  overall. 

Mr.  Nash.  The  demand  for  guaranteed  loans  varies  from  dif- 
ferent parts  of  the  country,  but  I  know  that,  as  I  remember  the  fig- 
ures, we've  had  a  reduction  in  volume  in  1992  guaranteed  loan  re- 
quests. I'm  sorry.  Guaranteed  was  up,  direct  loans  were  down.  But 
your  question  is,  do  we  have  enough  money  in  the  budget — ^you're 
talking  about  for  1994,  I  guess,  and  what's  proposed  for  1995? 

Mr.  MiNGE.  Yes. 

Mr.  Nash.  To  satisfy  the  demand  for  guaranteed  loans? 

Mr.  MiNGE.  Yes. 

Mr.  Nash.  We  anticipate  increased  demand  in  the  direct  and  the 
guaranteed  program.  The  direct  program  has  always  been  a  prob- 
lem, as  you  probably  know,  and  given  the  fact  that  we're  going  to 
be  aggressive  in  our  programs — we  use  this  term  "farmer-friendly," 
and  we  don't  use  it  lightly.  We're  going  to  encourage  our  State  di- 
rectors to  go  out  into  the  field  and  talk  about  these  programs,  and 
we're  going  to  generate — when  I  say  "generate"  demand,  we're 
going  to  let  people  know  that  we're  interested  in  receiving  applica- 
tions. 

So  I  anticipate  that  we  will — I  can't  give  you  a  specific  number, 
but  for  both  programs,  guaranteed  and  direct,  I  anticipate  that  in 
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the  future  we  would  be  seeking  higher  levels  than  we  have  now  if 
the  demand  comes  like  we  expect. 

Mr.  MiNGE.  Well,  unlike  Mr.  English,  I  come  to  Congress  with 
a  handicap.  I  am  a  lawyer.  [Laughter.] 

And  I  can  assure  you  that,  having  worked  on  numerous  loans 
with  Farmers  Home  Administration  and  innumerable  loans  with 
commercial  lenders,  the  paperwork  requirements  that  come  from 
Congress  and  from  the  agencies  are  overwhelmingly  expensive 
within  our  institutions.  I  would  like  to  ask  that  with  respect  to 
this,  if  you  have  suggestions  as  to  ways  that  Congress  could  elimi- 
nate some  of  those  pages,  that  you  let  us  know.  Because  Fve  seen 
banks  that  used  to  make  $50,000  loans  with  a  minimal  amount  of 
paperwork,  and  today  I  have  closed  loans,  and  there  will  be  40  to 
50  documents  that  need,  to  be  signed  as  a  part  of  closing  those 
loans. 

This  is  of  great  concern  to  me,  that  we  together  attempt  to  re- 
duce not  only  the  regulatory  burden,  but  the  paper  burden  on 
what's  happening  in  the  field. 

Mr.  Nash.  Congressman,  Administrator  Longino  has  been  spend- 
ing some  time  on  this,  and  I  would  like  for  her  just  to  make  a  com- 
ment in  response  to  that.  But  in  my  previous  experience  with  the 
financial  authority,  most  of  the  loans  that  I  made  were  made 
through  lenders,  whether  it  be  housing  loans  or  others,  and  we 
were  in  a  constant  discussion  with  them  about  ways  to  improve  our 
program.  We  couldn't  do  everything  they  wanted,  but  we  made 
some  progress  in  Arkansas  in  terms  of  making  the  program. easier 
for  them  to  use. 

Ms.  Longino.  Congressman  Minge,  during  the  appropriation 
hearing.  Congressman  Durbin  asked  us  to  identify  constraints,  and 
part  of  those  constraints  dealt  with  paperwork.  So  we  did  have  a 
task  force  where  we  were  able  to  identify  some  constraints  that 
were  statutory  constraints  or  regulatory  constraints  that  did  cause 
an  increase  in  the  paperwork  in  terms  of  delivering  the  programs. 
We  will  be  working  to  get  some  of  the  things  that  were  on  the  con- 
straint list  implemented  from  the  administrative  side  of  it,  and  the 
contraints  have  been  presented  to  Mr.  Durbin, 

Mr.  MiNGE.  Finally,  if  I  may,  Mr.  Chairman,  I'd  like  to  just  fol- 
low up  with  some  additional  comments. 

First,  the  limits  on  off-farm  income  that  you  suggest  ought  to  be 
relaxed  I  think  are  absolutely  essential.  I  do  not  Imow  of  a  begin- 
ning farmer  who  can  actually  initiate  or  launch  a  farming  oper- 
ation without  off-farm  income  that's  fairly  substantial,  both 
spouses,  and  that  off-farm  income  is  needed  to  subsidize  the  farm 
operation.  I  would  like  to  have  your  recommendations  as  to  how 
Congress  should  revise  that. 

Another  observation,  a  second  one,  is  that  taking  liens  on  all 
property  as  a  condition  of  making  loans,  in  some  cases  that's  pru- 
dent. I  haven't  met  a  lender  yet  that  would  not  like  to  have  all  the 
collateral  that's  possibly  available.  But  in  a  Government  institu- 
tion, to  insist  on  all  assets  as  collateral  in  some  cases  is  really  over- 
bearing and  has  become  terribly  offensive. 

Finally,  I  have  heard  a  large  number  of  people  complain  about 
the  110  percent  cash  flow  requirement  with  FmHA  financing.  I  un- 
derstand that  it's  only  100  percent  with  respect  to  this  beginning 
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farmer  program.  With  off-farm  income,  I  see  that  that  has  to  be  in- 
cluded to  achieve  the  100  percent,  and  with  your  standard  guaran- 
tee program,  the  110  percent  requirement  has  essentially  elimi- 
nated the  guarantee  program  for  anybody  that  is  using  current 
market  prices  for  agricultural  products. 

As  a  consequence,  the  only  way  that  those  guarantees  are  being 
written  is  when  people  fudge,  and  the  tragedy  of  it  is  people  who 
have  110  percent  cash  flow,  they  can  get  a  commercial  loan.  They 
don't  need  a  guarantee.  The  ones  that  need  the  guarantee  with  to- 
day's prices  are  the  ones  that  are  just  operating  at  the  100  percent 
level.  I  would  hope  that  between  the  Department  and  this  sub- 
committee we  could  make  sure  that  that  110  percent  requirement 
is  eliminated  or  at  least  prices  such  as  target  prices  can  be  used 
in  calculating  110  percent  rather  than  these  dismal  prices  that 
we've  had. 

Mr.  Nash.  Congressman,  I  agree  with  the  110  percent,  and  in 
fact  the  law  requires  us  to  change  that.  The  regulations  are  at 
OMB  now  for  clearance. 

On  the  collateral  issue,  I  £ilso  agree  that  we  should  not  make 
somebody  a  loan  for  $200,000  and  take  1  million  dollars'  worth  of 
collateral.  As  I  understand  it,  we  also  ought  to  make  sure  we  pro- 
tect the  Grovemment's  interest.  We  don't  want  to  have  a  situation 
where  we  go  out  there  and  just  lose,  lose,  lose.  But  I  think  we're 
talking  about  taking  no  more  than  150  percent  of  the  amount  of 
the  loan. 

Mr.  MiNGE.  Thank  you. 

Mr.  English.  Thank  you  very  much.  I  appreciate  it,  Mr.  Minge. 

Mr.  Nussle. 

Mr.  Nussle.  Thank  you,  Mr.  Chairman.  I  wanted  to  follow  up 
with  a  couple  of  things  along  the  line  of  questioning  that  I  had. 

In  going  over  the  status  of  provisions  from  the  Agricultural  Cred- 
it Improvement  Act  of  1992,  you've  given  us  an  outline  of  the  sta- 
tus of  the  different  sections — ^when  they  will  be  published,  when 
they  will  be  clearing  agencies,  when  they  will  be  before  OMB,  et 
cetera.  My  concern  is  that  from  your  testimony  today,  you've  out- 
lined some  areas  in  which  the  agency  still  has  some  concerns  about 
making  some  improvements  within  the  law,  and  you've  outlined 
some  areas  of— let's  not  call  them  disagreement,  but  let's  just  say 
that  you  believe  that  we  could  have  done  a  better  job.  For  one  rea- 
son or  another,  we  did  not.  In  our  opinion,  we  did  the  best  job  we 
could. 

But  the  bottom  line  is  that  it  appears  that  the  regulations  that 
you  have  not  promulgated  are  the  very  regulations  that  you  have 
personal  concerns  about  within  the  agency.  My  question  is  that  it's 
difficult  for  us  to  understand  why  it  takes  longer  for  publishing  and 
promulgation  of  these  regulations  in  only  the  areas  where  you  dis- 
agree? That  would  suggest  to  us  that  what  is  in  the  published  re- 
port about  some  high-level  source  or  low-level  source  suggesting 
that  it's  because  you're  against  these  regulations  that  you're  not 
promulgating  them,  that  would  lend  some  credibility  to  that  argu- 
ment. 

My  only  point  is  I  don't  think  we  need  to  pursue  that  today.  I'm 
going  to  suggest  to  you  that  it's  true  that  there's  a  lot  of  redtape 
and  there  are  too  many  boxes  that  have  to  be  crossed  and  too  many 
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places  a  thing  has  to  go  to  to  get  approved.  Let's  assume  that's 
true.  All  I  would  suggest  is  that  since  you  recognize  your  commit- 
ment to  getting  this  done,  is  there  any  way  that  you  can  assure  the 
subcommittee  today  that  these  January  1994  dates  could  be  pushed 
up?  You're  way  late  now  on  many  of  these.  Is  there  a  way  that  we 
could  get  these  done  by  the  end  of  the  month? 

I  mean,  as  an  example,  what  you've  promulgated  so  far  in  the 
Federal  Register  adds  up  to  14  pages.  Now,  I'm  a  quality  versus 
quantity  type  of  person,  but  these  haven't  been  that  complicated  to 
get  done.  I've  just  looked  through  them  again,  reviewed  some  of 
them,  and  they  don't  appear  to  be  that  complicated.  I  guess  what 
I'm  asking  is,  can't  we  get  this  done  a  little  faster  than  the  January 
1994  dates  that  you  have  down  on  your  list? 

Mr.  Nash.  I  think  the  answer  is  yes,  but  let  me  tell  you,  these 
dates  are  down  here  because  I,  frankly,  did  not  want  to  have  a  date 
down  here  that  we  would  not  fulfill.  My  goal  is  to  get  many  of 
these  done  earlier.  If  we  do  that's  fine,  but  I  didn't  want  to  put 
down  the  earlier  date  and  tell  you  we  were  going  to  do  that  Eind 
not  make  it,  because  I  don't  want  to  come  back  before  this  sub- 
committee in  a  situation  like  that. 

Mr.  NussLE.  OK. 

Mr.  Nash.  Basically,  the  answer  is  yes,  I  think  we  can  get  them 
done  quicker. 

Mr.  NusSLE.  Well,  again,  I'm  not  one  that  believes  that  we 
should  go  for  quantity  and  not  quality,  so  I  want  to  give  you  the 
time  that's  reasonable,  and  I  think  the  subcommittee  does,  too,  but 
all  I  would  suggest  is  that,  again,  because  you're  not  in  compliance 
with  the  request  that  has  been  made — not  the  request,  but  the  law 
that  has  been  passed  suggesting  when  these  need  to  be  promul- 
gated— not  only  is  it  important  that  you  follow  these  dates  or  let 
us  know  why  they're  not  going  to  be  done,  but  I  would  suggest  that 
some  type  of  procedure  be  set  up  for  the  future  whereby  if  you're 
going  to  miss  those  dates,  that  we're  given  clear  reason  why  they 
can't  be  met. 

Again,  there  is  a  suspicion,  and  I  think  it's  properly  grounded, 
when  we  hear  some  of  the  concerns  that  you  shared  with  us  earlier 
about  the  law,  and  then  those  appear  to  be  the  same  regulations 
that  aren't  promulgated.  One  example  is,  I  believe  you  mentioned 
the  10-year  requirement  I  believe  was  Mr.  Penny's  regulation,  and 
that's  not  promulgated.  That  would  seem  to  be  one  of  the  easiest 
ones  to  put  into  regulatory  form,  not  requiring  a  lot  of  paper  or  a 
lot  of  comments. 

So,  again,  I  think  we  can  give  you  the  benefit  of  the  doubt,  but 
14  pages  in  this  amount  of  time  just  seems  to  me  to  be  a  little  sus- 
picious, and  I  would  just  point  that  out. 

Mr.  Nash.  I  think  Mr.  Penny's  regulation  was  published  on  the 
15th. 

Mr.  Nussle.  That  was  published? 

Mr.  English.  Would  the  gentleman  yield? 

Mr.  Nussle.  I'd  be  glad  to  yield. 

Mr.  English.  I  think  what  the  reference  was — I  know  Mr.  Penny 
brought  this  to  my  attention,  and  if  Mr.  Nussle  hadn't  raised  it, 
Mr.  Penny  had  asked  that  I  do  it.  He  had  to  leave.  But  I  believe 
his  is  the  one  on  the  graduation  of  seasoned  direct  loan  borrowers, 
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the  15-year  limit,  and  Mr.  Penny  couldn't  understand  what  was  so 
complicated  about  that  particular  requirement  in  the  law,  and  that 
seems  to  be  the  very  last  one  that  you  won't  even  have  a  proposed 
rule  until  January  of  1994.  If  I  remember  correctly,  that  provision 
simply  says  if  you  have  had  15  years  worth  of  loans,  you're  out. 
That  wouldn't  seem  to  be  a  very  complicated  type  of  regulation  to 
put  together. 

Mr.  Nash.  Mr.  Chairman,  on  the  very  points  you  just  made,  may 
I  let  Mr.  Radintz  respond  to  that  point? 

Mr.  English.  Yes. 

Mr.  Radintz.  Mr.  Chairman,  the  10-  and  15-year  limitations  in 
Mr,  Penny's  section  of  the  bill  have  been  implemented.  They  were 
in  the  Federal  Register  on  the  15th  of  September.  The  seasoned 
graduation  section  is  a  separate  provision  that  requires  us  to  go 
through  a  review  process  on  an  annual  basis  of  certain  borrowers, 
and  we're  incorporating  that  into  the  loan  assessment  provisions  of 
the  1990  act  because  they  also  require  a  periodic  assessment,  and 
it  seemed  to  us  to  make  sense  to  incorporate  those  two  together. 

But  Mr.  Penn/s  provisions  are  in  the  September  15  Federal  Reg- 
ister and  will  be  implemented  as  Mr.  Nash  has  indicated. 

Mr,  NUSSLE.  And  we  can  go  through  others,  too.  The  county  com- 
mittee time  lines  to  consider  applications  doesn't  seem  too  com- 
plicated. Processing  applications,  the  reporting  requirements — 
that's  the  one  I  think  you  were  complaining  about  the  monthly  re- 
quirements. The  bottom  line  is  there's  not  much  you  can  do  about 
that.  It's  in  the  law,  it's  my  understanding. 

So  some  of  these  don't  seem  to  be  too  complicated  and  yet  have 
required  quite  a  bit  of  time.  If  they  are  complicated,  then  that's  a 
different  issue,  and  I'm  giving  you  that  benefit  of  the  doubt.  I'm  not 
trying  to  harangue.  All  I'm  suggesting  is  that  there  is  an  appear- 
ance here  that  the  stonewalling,  if  you  want  to  call  it  that,  has 
been  on  those  that  you  wanted  to  stonewall  on.  If  someone  wanted 
to  make  that  argument,  they  could  make  it  fairly  easily,  and  I 
think  that's  what  we  have  to  get  away  from.  If  it  is  our  fault,  we 
take  responsibility,  we'll  make  the  changes.  But  when  it's  those 
that  are  done  that  are  convenient,  that  are  easier  to  get  through 
because  they're  the  ones  you  like,  and  the  ones  you  don't  like — 
that's  when  people  start  raising  the  questions. 

Mr.  Nash.  I  can  assure  you,  Congressman,  that  we're  not  going 
to  decide  on  regulations  based  upon  ones  we  like  and  don't  like.  We 
might  look  at  them  in  terms  of  ones  that  may  be  more  difficult  to 
get  done,  but  we're  going  to  implement  all  of  these.  And  I  am  opti- 
mistic that  we  will  beat  all  the  dates  you  see  down  here.  I  wanted 
to  be  conservative  here,  but  I  assure  you  that  we're  going  to  do 
that. 

Mr.  NusSLE.  Thank  you,  Mr.  Chairman.  I  look  forward  to  the 
January  hearing  when  we  have  the  report  done  and  we're  ready  to 
go  on  from  there. 

Mr.  English.  Ms.  McKinney,  do  you  have  any  further  questions? 

Ms.  McKinney.  No,  Mr.  Chairman. 

Mr.  English.  I  have  no  further  questions  either,  Mr.  Nash,  and 
it  appears  we  have  a  vote  on  the  floor  of  the  House,  so  it  all  kind 
of  comes  to  a  head  at  the  same  time — lunch  time,  the  whole  bit. 
So  I  want  to  thank  you  very  much  for  coming  before  us,  and  I  ap- 
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preciate  the  commitment  that  you  have  made  to  this  subcommittee, 
and  we'll  be  looking  forward  to  working  with  you. 

As  I  said,  I'm  going  to  be  supporting  Ms.  McKinney  in  her  efforts 
to  see  if  we  can't  address  the  problem  of  this  lady  and  see  what 
the  problem  is  in  that.  I'm  hopeful  that  you  will  continue  to  stress 
the  Secretary's  policies  very  strongly  to  the  county  supervisors  in 
particular  and,  if  necessary,  to  the  county  committees  beyond  that. 

If  you  do  have  suggestions  on  the  improvement  of  this  program, 
my  door  is  always  open.  I  hope  that  you  all  will  come  and  talk  to 
me  about  it  instead  of  me  reading  about  it  in  the  press  somewhere. 
I  think  that  probably  will  work  better,  and  we'll  probably  get  some- 
thing done  a  lot  faster. 

Mr.  Nash.  I  agree  with  you.  We'll  do  it. 

Mr.  English.  Again,  I  want  to  thank  you.  I've  enjoyed  working 
with  you  in  the  past  few  months,  and  we're  looking  forward  to 
working  with  you  in  the  future.  So  thank  you  very  much. 

With  that,  we'll  recess,  subject  to  the  call  of  the  Chair.  Thank 
you. 

Mr.  Nash.  Thank  you. 

[Whereupon,  at  12:10  p.m.,  the  subcommittee  adjourned,  to  re- 
convene, subject  to  the  call  of  the  Chair.] 

[Material  submitted  for  inclusion  in  the  record  follows:] 


40 


BOB  NASH,  UNDER  SECRETARY 
SMALL  COMMUNITY  AND  RURAL  DEVELOPMENT 
UNITED  STATES  DEPARTMENT  OF  AGRICULTURE 

Before  the 

SUBCOMMTTTEE  ON  ENVIRONMENT,  CREDIT, 

AND  RURAL  DEVELOPMENT 

HOUSE  COMMITTEE  ON  AGRICULTURE 

September  23,  1993 


Thank  you  and  good  morning,  Mr.  Chairman  and  Members  of  the  Committee.  I 
appreciate  this  oppominity  to  bring  you  up  to  date  on  our  work  on  the  Agricultural 
Credit  Improvement  Act  of  1992,  also  known  as  the  Beginning  Farmer  Act  We  view 
this  program  as  an  important  vehicle  of  genuine  opportunity  for  the  younger  members  as 
well  as  for  minority  members  of  the  agricultural  community. 

Mr.  Chairman  and  Members  of  the  Committee,  I  want  to  assure  you  that  the 
delay  in  submitting  this  report  is  in  no  way  due  to  lack  of  interest  or  enthusiasm  on  our 
part.  Your  former  colleague  and  now  Secretary  of  Agriculture,  Mike  Espy,  is  as  eager 
today  to  see  this  Act  carried  out  as  he  was  in  pushing  for  its  enactment 

Young  people  trying  to  get  a  toehold  in  farming  or  ranching  represent  an 
important  economic  resource,  both  to  their  own  communities  and  to  the  nation  at  large. 
Given  the  costs  involved  in  getting  started  in  agriculture  today,  we  need  to  provide  all 
the  encouragement  and  assistance  we  can. 
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This  legislation  breaks  new  ground  in  this  regard  by  providing  incentives  for 
today's  generation  of  fanners  to  pass  farmland  on  to  the  next  generation.  Those 
incentives  ~  in  the  form  of  down  payment  loans  ~  are  important  The  latest  information 
available,  for  1990,  shows  that  46  percent  of  the  nation's  farmers  are  55  years  of  age  or 
older,  while  only  11.7  percent  are  younger  than  35. 

Farmers  65  years  or  older  account  for  22.4  percent  of  the  total,  and  this  is  the 
only  age  group  showing  any  growth  at  all.  The  largest  decreases  are  in  the  35  and  under 
age  group. 

It  also  is  important  to  note  that  93.8  percent  of  all  farm  operators  in  the  nation 
are  white.  All  other  ethnic  groups  account  for  only  6.2  percent 

We  all  know  that  does  not  square  with  the  country's  population  at  large.  It  is 
another  signal  that  this  Administration's  commitment  to  diversity  requires  strong  action 
to  help  those  who  are  not  being,  and  have  not  previously  been,  served.  We  can,  and 
must,  do  better  for  those  disadvantaged  people. 

Provisioiis  of  the  Act 

Now.  Mr.  Chairman,  I  would  like  to  go  over  the  sutus  of  the  regulations  covering 
each  of  the  Act's  provisions. 
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•  Access  to  Servicing.  Reguladons  published  on  March  23  authorize  FmHA  State 
Directors  to  accept  loan  servicing  applications  beyond  the  statutory  60-day  period  in 
extraordinary  circumstances.  This  provision  will  allow  FmHA  greater  flexibility  in 
providing  assistance  to  borrowers  who  have  gotten  behind  in  their  payments  and  have 
encountered  unforeseen  delays  in  applying  for  loan  servicing  programs.  r\  1.^ 

•  C^rtifjg^il  Lender  and  Simplified  Application.  On  Xlily-26,  interim  regulations  were 
published  which  established  the  Certified  Lender  Program  and  a  simplified  application 
for  guaranteed  loans  of  $50,000  or  less.  This  action  streamlines  the  application  process 
by  reducing  the  paperwork  burden  on  all  lenders  applying  for  FmHA  guaranteed  Farmer 
Programs  loans.  We  expect  that  the  streamlining  will  result  in  improving  the 
acceptability  of  the  guaranteed  program  to  the  public,  thereby  expanding  its  use  and 
reducing  the  need  for  more  costly  direct  funds.  This  will  reduce  the  time  it  takes  for  a 
borrower  to  have  a  loan  approved,  and  the  simplified  ^jplication  for  the  smaller  loans 
will  be  particularly  helpful  to  a  beginning  ^umer  who  needs  operating  funds  but  is  not 
yet  ready  to  purchase  land. 

•  Extended  I  />«n  Fliyihilitv.  On  August  25,  interim  regulations  were  published  that 
allow  a  coimty  committee's  certification  of  loan  eligibility  to  be  valid  for  up  to  five  years. 
This  replaces  the  certification  needed  every  time  a  loan  application  is  submitted.  This 
will  reduce  the  amount  of  time  needed  to  process  loan  applications  and  reduce  the 
burden  on  s^Ucations,  lenders.  County  Office  personnel,  and  the  County  Committee. 
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Regulations  specifically  relating  to  the  beginning  former  program  and  covering  a 
package  of  key  provisions  were  published  on  September  IS.  They  included  the 
following: 

•  Beginning  Farmer  Definition.  We  have  defined  a  beginning  farmer  or  rancher,  in 
part,  as  an  individual  or  an  entity  who  has  not  operated  a  farm  or  ranch  for  more  than 
10  years  (S  years  for  special  assistance  operating  loans),  who  will  now  actually  operate 
the  farm  or  ranch,  and  who  meets  all  necessary  loan  eligibility  requirements.  Those  who 
meet  the  definition  will  have  access  to  FmHA  direct  and  guaranteed  targeted  funds. 

•  Down  Payment  Loans.  FmHA  is  authorized  to  directly  lend  up  to  30  percent  of 
the  purchase  price  or  appraisal  value  of  a  farm,  whichever  is  lower,  to  be  matched  by  a 
10-percent  contribution  by  the  begiiming  fanner  or  rancher.  The  interest  would  be  four 
percent  and  the  term  would  be  up  to  10  year?.  The  beginning  farmer  or  rancher  must 
obtain  other  financing  on  the  remaining  60  percent,  and  FmHA  can  provide  a  guarantee 
on  such  financing  to  an  eligible  lender.  In  order  for  FmHA  to  provide  financing,  the 
purchase  price  or  appraisal  value,  whichever  is  lower,  cannot  exceed  $250,000.  This 
program  will  benefit  both  beginning  farmen  and  ranchers  and  retiring  farmers.  With 
tn^Yimiim  FmHA  loans  at  30  percent  of  the  purchase  price  or  appraised  value,  whichever 
is  lower,  more  funds  will  be  available,  allowiiig  the  Agency  to  assist  a  greater  number  of 
beginning  farmers  and  ranchers.  By  selling  their  farms  to  beginning  farmers  and 
ranchers,  retiring  farmers  can  receive  40  percent  cash,  and  have  a  tax  incentive  to 
provide  60  percent  financing. 
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•  Federal-State  Partnership.  FmHA  is  authorized  to  enter  into  Federal-State 
Beginning  Farmer  Partnerships  that  permit  FmHA  to  provide  a  beginning  farmer  or 
rancher  a  down  payment  loan  or  guarantee  of  financing  by  a  State  program  which 
establishes  or  maintains  a  viable  fanning  or  ranching  operation.  When  a  State  e}q)resses 
a  desire  to  coordinate  its  financial  assistance  to  beginning  farmers  and  ranchers,  the 
Secretary  of  Agriculture  is  directed  to  establish  a  memorandimi  of  understanding  with 
the  State  to  coordinate  the  partnership.  By  coordinating  this  partnership,  State 
beginning  farmer  programs  and  FmHA  will  be  able  to  provide  assistance  to  a  greater 
number  of  beginning  farmers  and  ranchers. 

This  provision  also  calls  for  the  establishment  of  an  Advisory  Committee  on 
Beginning  Farmers  and  Ranchers  to  advise  the  Secretary  on  the  development  of 
coordinated  assistance,  on  methods  of  encouraging  States  to  participate  in  the  program, 
and  on  how  to  create  new  opportunities  in  forming  and  ranching. 

•  ^pwial  AsP"*"""*  Pr»gf«ni    A  Special  Assistance  Operating  Loan  Program  for 
beginning  farmers  and  ranchers  is  established.  This  is  intended  to  move  the  borrower 
through  varying  degrees  of  direct  and  guaranteed  loans  with  the  ultimate  goal  being  that 
farmers  graduate  to  private  credit  FmHA  will  make  up  to  a  10-year  commitment  to 
provide  operating  loan  assistance.  The  ^>plicant  must  provide  a  plan  of  the  fianning 
operation  for  the  first  five  years  when  this  special  assistance  is  requested. 
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•  Different  Interest  Rates.  Under  the  FmHA  guaranteed  program,  lenders  are 
permitted  to  decrease  their  interest  rate  on  the  guaranteed  portion  of  a  loan.  This  will 
permit  lenders  more  flexibility  in  structuring  loans  guaranteed  by  FmHA  and  sold  to  the 
secondary  market.   FmHA  is  prohibited  from  charging  guarantee  fees  to  lenders  for 
loans  made  in  conjunction  with  State  beginning  farmer  programs  and  on  down  payment 
and  special  assistance  loans.  The  absence  of  such  a  fee  should  encourage  additional 
participation  by  lenders  in  these  programs. 

•  I  imits  on  Assistance.   Borrowers  under  the  program  of  direct  and  guaranteed 
operating  loans  will  be  limited  in  the  number  of  years  they  can  receive  operating  loan 
assistance  after  October  28,  1992.  Direct  loan  borrowers  may  only  receive  assistance  for 
10  years,  and  guaranteed  loan  borrowers  may  only  receive  assistance  for  15  years.  The 
reason  is  to  assure  that  FmHA  borrowers  rely  on  government  assistance  as  a  temporary 
source  of  credit. 

Mr.  Chairman,  additional  regulations  have  recently  been  submitted  to  the  Office 
of  Management  and  Budget  for  clearance.   It  should  be  noted  that  this  delay  in 
publication  of  these  provisions  will  not  affect  the  implementation  of  the  begiiming  fanner 
program. 
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•  Debt  Service  Margin.  One  provision  sent  to  OMB  on  September  21  requires  a 
guaranteed  loan  borrower's  income  to  be  considered  adequate  when  it  is  sufficient  to 
cover  loan  payments,  family  living  expenses,  and  incidental  expenses,  including  capital 
replacement  items  after  depreciation  is  taken  into  account.  This  differs  from  existing 
regulations  which  require  an  applicant's  cash  flow  statement  to  project  a  10  percent  debt 
service  margin.  The  new  requirement  will  be  less  restrictive,  permitting  more  guaranteed 
farm  applicants  to  meet  FmHA  repayment  requirements. 

•  Equal  Access  to  Gender.  This  will  include  women  in  the  definition  of  socially 
disadvantaged  for  the  purpose  of  FmHA  farm  loans.  Women  will  now  have  a  greater 
opportimity  to  begin  fanning. 

In  addition  to  the  above  provisions  covering  12  sections  of  the  Act,  FmHA  is 
completing  the  work  on  regulations  to  implement  the  remaining  5  sections  that  require 
regulation  changes.  The  changes  will  establish  a  reporting  system  for  pending 
applications,  establish  a  schedule  by  which  coimty  committees  must  complete  action  on 
loan  applications,  establish  a  method  for  the  transfer  of  Indian  lands  pledged  as 
collateral  for  FmHA  loans  to  the  appropriate  tribe  when  the  land  comes  into  FmHA's 
inventory,  establish  a  process  to  graduate  seasoned  direct  loan  borrowers  to  commercial 
credit,  and  provide  beginning  farmers  and  ranchers  and  socially  disadvantaged  applicants 
with  a  preference  in  the  leasing  of  FmHA  inventory  farm  property,  along  with  an  option 
to  purchase  farm  property. 
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Mr.  Chainnan,  a  team  of  loan  specialists  from  the  FmHA  National  Office  here  in 
Washington,  with  help  frequently  from  FmHA  field  staff,  have  been  working  full  time  on 
these  regulations. 

As  you  are  aware,  the  Act  is  complex  and  substantial  assistance  from  the  Office  of 
the  General  Counsel  was  required  to  interpret  the  meaning  and  intent  and  variances 
between  the  Act  and  legislative  history.  During  this  process,  a  few  items  were  found 
where  we  believe  the  Act  might  be  modified  to  improve  assistance  to  beginning  farmers 
and  ranchers. 

Ways  to  improve  the  Act 

I  would  like  to  take  this  opportunity  to  offer  a  few  comments  on  changes  that 
could  better  enable  us  to  cany  out  the  Agricultiiral  Credit  Improvement  Act  of  1992. 
•  Change  the  education  and  training  requirement  for  special  assistance  operating 

loans  to  make  it  less  restrictive.  The  Act  requires  the  County  Committee  to  determine 
that  an  applicant  has  both  education  and  experience  sufficient  for  a  successful  operation. 
This  is  more  restrictive  than  the  regular  operating  loan  program,  which  calls  for 
sufficient  education  or  experience. 
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•  Ease  the  restriction  on  use  of  nonfann  income  for  special  assistance  operating 
loans.  The  Act  specifies  that  nonfann  income  cannot  be  counted  toward  farm  expenses 
for  cash  flow  determination  when  considering  a  feasible  plan  of  operation.   Most 
individuals  who  want  to  enter  farming  need  a  steady  nonfann  income.  Latest 
information  shows  that  86.6  percent  of  farmers  younger  than  age  35  rely  on  nonfann 
income  to  support  their  famihes. 

•  Exempt  rural  youth  loans  from  the  10-year  direct  operating  loan  limitation.  These 
loans  are  made  to  young  pegple  between  ages  10  and  21.  An  applicant  receiving  a 
seven-year  operating  loan  at  age  10  would  be  able  to  receive  only  three  more  years  of 
direct  operating  loan  assistance  once  the  applicant  leaves  the  youth  program  and  begins 
farming. 

•  Change  reporting  requirements  to  Congressional  Committees.  The  Act  requires 
FmHA  to  report  monthly  to  the  House  Committee  on  Agriculture  and  the  Senate 
Committee  on  Agriculture,  Nutrition  and  Forestry  on  the  number  of  direct  and 
guaranteed  operating  loan  a^lications  that  are  pending  more  than  60  days  after  receipt 
and  the  reasons  why  final  action  has  not  been  takeiL 

FmHA,  at  the  National  Office  level,  will  monitor  progress  of  this  program  through 
its  automated  application  processing  system  and  could  report  quarterly  or  semi-annually 
to  Congress  on  application  processing  time  and  any  actions  taken  to  address  problem 
areas. 
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Concloding  Ronarks 

Mr.  Chainnan,  as  Secretary  Espy  often  remarks,  we  are  commined  to  maldng  this 
administration  brmer  firiendly.  We  are  also  committed  to  ensuring  that  the  services  of 
the  U.S.  Department  of  Agriculture  are  available  to  all  those  who  are  entitled  to  them, 
including  those  who.may  not  have  been  aware  in  that  past  that  such  services  existed. 

We  are  moving  ahead  with  the  beginning  farmer  program  and  will  have  it  in  place 
on  October  1,  1993.  Any  improvements  in  the  future  will  make  a  good  program  better. 

We  look  foiward  to  working  with  you  to  achieve  our  goals  for  this  program.  I 
want  to  commend  you  and  members  of  the  Committee  for  your  foresight  and 
commitment  to  increase  the  number  of  family  farmers  in  America. 

This  condudes  o^  formal  statement  I  will  be  glad  to  answer  any  questions  you 
might  have. 

Tbankyou. 

(Attachment   follows:)  j 
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STATUS  OF  PROVISIONS  OF  AG  CREDIT  IMPROVEMENT  ACT  OF  1992 


SECTION 

TITLE 

STATUS 

4 

Guaranteed  Loan  Interest  Rates 

Published 

9/15/93 

5 

Federal/State  Beginning  Fanner 
Partnership 

Published 

9/15/93 

7 

Down  Payment  Loan  Program 

Published 

9/15/93 

8 

Special  Assistance  Operating 
Loan  Program 

Published 

9/15/93 

9 

Graduation  -  Operating 
Loan  Borrowers 

Published 

9/15/93 

10 
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